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WOR LD NEWS 

French government 
set to form pension 
reserve fund 

France's Sodafet-ted govern- 
ment is to form a special reserve 
fund in 1999 to cope with a 
surge in demands on the state- 
run pensions scheme in the early 
years of the next century. Page 2 

Moscow attacks central bank 
Yuri Boldyrev, deputy chairman 
of Russia's Accounting Chamber, 
accused the central bank of 
“gross violations of the law" over 
the past few months, saying it 
must be subject to greater finan- 
cial accountability. Page 2 

No room for Queen on euro notes 
National symbols win not be per- 
mitted on euro banknotes - rul- 
ing out the possibility of the UK 
displaying the Queen's head on 
notes if it joined the single cur- 
rency. Page 2; Editorial Com- 
ment, Page 17 

Allies IBtely to delay Kosovo action 
The US and its allies are unlikely 
to carry out their threat of Nato 
intervention in Serbia's Kosovo 
province until late October. 

Page 2 

Lesotho Invasion ends in mayhem 
A South African-led Invasion to 
help and an army mutiny in 
Lesotho ended In mayhem when 
rebel soldiers fought back and 
hundreds of people burned and 
looted shops In the capital, Mas- 
eru. Page 10; Editorial Com- 
ment, Page 17 

Vote for Clinton hearings Bkely 
Congressmen investigating the 
Starr report's allegations against 
President Bill Clinton appear 
likely to vote to begin Impeach- 
ment hearings next month in 
spite of indications public sup- 
port for such a move was falling. 
Page 18; Editorial Comment, 
Observer and Sfow-motion 
lynching, Page 17 

Canadian PM under fire 
Jean Chretien, Canadian prime 
minister, is under fire over allega- 
tions about his role In the crack- 
down against protestors at last 
year's summit of the Asia-Padfic 
Economic Co-operation forum In 
Vancouver. Page 6 

UN tries to defuse tension 
Widespread condemnation of 
Afghanistan's Taliban militia by 
United Nations member states 
seems to have eased pressure 
on Iran’s government to go to 
war, despite demands for an 
armed response to the crisis. 

Page 10 

Storms head towards Haiti 
A hurricane which has klUed at 
least eight people in the 
north-east Caribbean hit the 
Dominican Republic, with 
1 0Omph winds tearing roofs from 
buildings and disrupting power 
and telephone services. Page 7 

Mahathir defends arrest of deputy 
Mahathir Mohamad. Malaysia's 
prime minister, defended the 
detention of his sacked deputy, 
Anwar Ibrahim, insisting he had 
no choice after rioting broke out 
Page 10 

Japan tries to rescue bank reforms 
Japan’s government and opposi- 
tion parties scrambled to rescue 
their agreement on banking sec- 
tor reform as confusion over the 
deal spurred fears of further mar- 
ket turmoil. Page 10 

Aral Sea may dry up by 2015 
Central Asia’s dying Aral Sea 
may disappear by 2015, causing 
harmful and irreversible conse- 
quences for the population and 
the environment, Uzbekistan 
ecology officials said. 


BUSINESS NEWS 


Italy’s Eni bucks oi 
market trend with 
first-half profit 

Eni, Italy's main energy group 
and the world's seventh largest 
oil company, bucked the trend in 
the sector with a 39.4 per cent 
rise In first-half net profits. Page 
19; Lex, Page 18 

UBS, the Swiss bank, acquired 
controlling stakes in three joint 
ventures with Long Term Credit 
Bank of Japan, effectively ending 
their alliance. Page 19; Divorce 
after a year. Page 20 

Venator, the US retailer formerly 
known as Wooiworth, yesterday 
shed the last vestige of its old 
name by announcing the sale of 
its 357 variety stores in Germany 
for $552m. Page 19 

Rat, Italy's largest manufacturing 
group, warned foU year pre-tax 
profits this year would be lower 
than last year's L4,1B2bn 
($2.5bn), after reporting a 11.6 
per cent fail in the first half to 
L2,001bn. Page 22 

Iberia of Spain Is likely to be one 
of the first non-aligned carriers to 
join Onewortd, the new five-air- 
line global alliance led by British 
Airways and American Airlines. 
Page 7 

Matsushita, the Japanese 
consumer electronics group, and 
Philips of the Netherlands both 
plan new plants to produce DVD- 
Video systems, the compact cfisc 
version of the video cassette. 
Page 7 

Tire Baste Committee on Banking 
Supervision is to review its 10- 
year-oid Accord on banks' mini- 
mum capital ratios with the aim 
of replacing it with more flexible 
rules- Page 10 

Hie US mergers and acquisitions 
industry was reported to have hit 
its lowest period for 18 months, 
with less than SlObn of takeover 
deals announced in each of the 
past three weeks. Page 19 

The Philippine government was 
preparing contingency plans to 
keep Philippine Airlines flying 
after its employees appeared to 
reject a deal critical to the air- 
line's survival. Page 20 

Peugeot said productivity at Its 
Ryton, UK, plant had been raised 
so each worker would more than 
double individual output for the 
new 206 model. Page 12 

Swissair's parent company, 
SAkGroup, is increasing its pres- 
ence in the French air transport 
market by taking a 44 per cent 
stake in Air Littoral. Page 22 

Azkar, Spain's leading transport 
and distribution group, became 
the first company to withdraw an 
initial public offering on Madrid's 
Bdsa exchange since equity 
markets tumbled last month. 

Page 22 

Japan’s big five carmakers said a 
collapse in domestic demand 

combined with a downturn In 
overseas markets had cut sales 
and output in August Page 4 

CrastCo of the UK, which 
operates the Crest electronic set- 
tlement systwn for share dealing, 
is to pay Its first dividend and 
give customers £5m {$8. 25m) in 
rebates after an unexpectedly big 
rise in profits. Page 23 

World Equity Markets 

Tha Stest trends and date frtHn more 
than 50 naUoaal martcats at a gtenca 
Page 37 
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Oil chiefs to hold worldsummit 

Major companies plan talks over slump in crude prices and international economic uncertainty 


By Robert Contes 


Around 20 of the world’s biggest 
oil companies are due to meet 
next week to disnuas the crisis in 
the industry which is reeling 
from a slump in crude prices and 
growing global economic uncer- 
tainty. 

The summit meeting, expected 
to be held in Europe, Is thought 
to be the first time in recent 
years that oil industry chief 
executives have assembled infor- 
mally for talks on the future of 
the sector. 

The high-level talks coincide 
with intense speculation about 
large-scale consolidation follow- 
ing British Petroleum's surprise 
S38bn takeover last month of 
Amoco of the US. 

A senior US energy lawyer has 
been invited to attend the sum- 


mit to head off any suspicion that 
the oil majors intend to carve up 
markets or engage In price-fixing, 
according to one of the organis- 
ers. 

Companies expected to partici- 
pate include some of the biggest 
publicly quoted western oil com- 
panies, including Royal Dutch/ 
Shell, BP. Chevron, Elf Aqui- 
taine, Total and Eni 

Several of the largest state oil 
and gas groups, such as Saadi 
Aramco, the world's biggest oil 
producer and exporter, and Stat- 
ed of Norway, also plan to take 
part 

Russia will be represented by 
Gazprom, the country’s biggest 
company and its largest single 
source of hard currency. 

Victor Chernomyrdin, a former 
head of Gazprom who recently 
failed to be confirmed as Russian 


prime minister, is also likely to 
attend. 

The chief executives of several 
leading independent oil compa- 
nies, such as Lasmo of the UK 
and Sasol of South Africa, are 
also due to attend. 

A senior European oil Industry 
executive predicted that more big 
deals could result from the gath- 
ering. “Everybody is on the 
prowl," he said. 

One company chairman said he 
"hoped to meet some interesting 
people, learn some Interesting 
things and maybe do some Inter- 
esting business'*. 

Next week's meeting under- 
lines how the squeeze on oil and 
natural gas prices is forcing the 
major private and state oil com- 
panies to radically re think the 
structure of the industry. Last 
Friday Shell warned investors 


that global trading conditions in 
the on and natural gas Industry 
are the worst in five years, and 
announced the closure of four 
European headquarters. 

There Is widespread concern 
that average prices may stay rel- 
atively low in the next few years, 
especially if the economy in the 
US. the single biggest oil market, 
begins to slow. 

Shell last week warned that 
crude oil prices "could stay 
depressed at between S12 and SIB 
per barrel” for two to three years. 

The pace of world economic 
growth will largely determine 
whether oil prices recover in the 
medium term, but industry 
experts say many companies 
could boost their competitiveness 
and cut their costs through fur- 
ther mergers and alliances. 

Unlike other mature, capital- 


intensive industries, new 
entrants are appearing because of 
the recent or planned privatisa- 
tion of many state oil companies. 
The result is that competition in 
the worldwide sector is increas- 
ing at a time when margins arc 
falling. 

The oil industry chief execu- 
tives arc expected 10 debate a 
wide range of other Issues, 
including growing environmental 
pressures and the impact of new 
technology, such as fuel cells. 

They will also discuss the risks 
that companies face as they 
invest in areas that could turn 
into flashpoints, such as the 
Middle East and Central Asia, 
including the Caspian Sea devel- 
opment. 

Lex, Page IB 

Eni profits rise by 38%, Page 19 


SPD ‘ready to be 
junior partner in 
German coalition’ 

Statement by Kohl’s poll rival reflects 
erosion of his position as front-runner 


By Peter Norman In Bonn 


Gerhard Schroder, the opposition 
Social Democratic party candi- 
date in Sunday's German general 
election, yesterday signalled his 
party was willing if necessary to 
enter a “grand coalition” as 
junior partner with Chancellor 
Helmut Kohl's Christian Demo- 
cratic Union. 

Mr Schroder's carefully worded 
remarks highlight how a cam- 
paign in which the SPD was until 
recently the clear front-runner 
has turned into a cUffhanger. 

The main parties and their 
likely coalition partners on left 
and right are so close, according 
to opinion polls, that the former 
communist Party of Democratic 
Socialism could bold the balance 
of power after the election, forc- 
ing a grand coalition and Mr 
Kohl's departure as chancellor. 

"The statement, that the demo- 
cratic parties must be capable of 
forming coalitions with each 
other, is true without any qualifi- 
cations,” Mr Schitider said in an 
interview with Germany's ZDP 
television channel. 


In the interview, Mr Schroder 
said he would stay in Hanover as 
prime minister of the federal 
state of Lower Sammy If the elec- 
tion resulted in a CDU-Ied coali- 
tion with the SPD in Bonn. 

Mr Kohl insists he will not 
head a grand coalition, bo Ger- 
many could have a government 
headed by neither of the top can- 
didates in the election campaign 
The likely chancellor would be 
Wolfgang ScMuble, head of the 
CDU/CSU MPs in parliament and 
Mr Kohl's likely successor, with 
Oskar Lafontaine, the SPD 
leader, as vice-chancellor. 

However, Mr SchrOder added 
that he did not expect the CDU 
and the Christian Social Union, 
its Bavarian sister party, would 
emerge as the biggest parliamen- 
tary group In the Bundestag, Ger- 
many's lower house of parlia- 
ment and so be in a position to 
be the SPD’s senior coalition 
partner. 

A sharp narrowing of the SPD’s 
opinion poll lead over the CDU/ 
C5U followed the CSTTs victory 
in the September 13 Bavarian 
state election. According to Infra- 


Fed official hints at 
US interest rate cut 


By Ray Harris to London 
and NbB Buckley hi Brussels 


A senior Federal Reserve Board 
official yesterday nudged market 
expectations towards a possible 
US interest rate cut, ahead of 
Senate testimony today by Alan 
Greenspan, the central bank's 

rtaplrmari- 

William McDonough, president 
of the Federal Reserve Bank of 
New York and deputy chairman 
of the Federal Open Markets 
Committee, which meets next 
week to consider any change in 
rales, said: ‘T believe the balance 
of risk has shifted from one 
about inflation to one of concern 
about adequate growth." 

Mr McDonough cautioned that 
this view, based on anecdotal evi- 
dence in the US about Invest- 
ment plans, job reductions and 
consumer confidence, should not 
be taken as an indicator of what 
the FOMC would decide or even 
how he would vote. 

His comments in London were 
also largely a restatement of com- 
ments made two weeks ago by 
Mr Greenspan, who is to testify 
to the Senate budget committee 
about global economic issues. 

Mr McDonough said markets 
Had over-reacted by concluding 
that a statement from the Group 
of Seven leading industrial coun- 
tries last week pointed to co- 
ordinated interest-rate cuts. 

G7 members had recently 
changed rates - up by C a n ada 
and down by Japan - for then- 


own reasons. His views were ech- 
oed by Wlm Dulsenberg, the 
European Central Bank presi- 
dent, who yesterday ruled out a 
co-ordinated cut in Interest rates 
with the US. 

He .said the priority for Europe, 
with only 100 days to go before 
the launch of the single currency, 
was to continue the process of 
interest rate convergence. Rates 
in much of the euro-zone, he 
add pH, were “significantly” lower 
than those In the US. 

“We don't want that process to 
be interrupted by moves in inter- 
est rates co-ordinated with 
whomever, and especially not 
with those with significantly 
higher interest rates." 

Interest rate cuts alone, he 
warned, were not enough to solve 
the economic crisis, pointing to 
what he called the “so far not 
very encouraging” results of 
Japan's rate cot 

Separately, Jean-Claude Trie- 
bet, Bank of France governor and 
Mr Dulsenbarg’s designated suc- 
cessor at the ECB, said interest 
rate cuts were not on the agenda 
in France and other core coun- 
tries in the euro-zone. 

And Mr McDonough said he 
hoped the single European inter- 
est rate would be as dose as pos- 
sible to the lower rates in the 
•xrj np in Germany and France. 


Rules on ratios, Page 4 
Dufaenberg rates out, Page 2 
The last resort, Page 16 
Edtoriai comment, Page 17 
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Gflrtwd SchrOder is hinting at power sharing deals after losing hi* aariiar substantial poll lead 


Picture: Reutfifs 


test Dtmap, a polling organisa- 
tion, the lead was Just two per- 
centage points on Sunday com- 
pared with around nine points at 
mid-year and 12 points in April, 
shortly after Mr Schroder's selec- 
tion as SPD Candidate . 

Mr Schr6der yesterday ruled 
out a minority SPD government 
or a coalition of the SPD with the 
left-wing environmental Green 
party with a slender majority. 

He Tumy n i three conditions for 


an SFD-led coalition, which held 
the door open for a coalition with 
the CDU/CSU. These were “iron 
support for economic stability, no 
experiments on law and order 
and continuity in foreign policy". 
Mr Schroder also said he would 
not be firmly bound by SPD party 
conference decisions and, in a 
further demonstration of his 
independence, said he still 
planned to appoint Jost Stoll- 
mann, the controversial non- 


party former entrepreneur, as 
economics minister in his govern- 
ment. 

Mr Stollmann was sharply crit- 
icised yesterday by senior trade 
union supporters of the SPD after 
calling for “bold policies to 
restructure" Germany's welfare 
state rather than “Social Demo- 
cratic dreaming". 


Applause for Kobl, Page 3 
Unification funs sour, Page 16 
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Central bank 
under attack 
in Moscow 


By John Thornhill in Moscow 

Yuri Boldyrev, deputy 
chairman of Russia’s 
Accounting Chamber, yester- 
day accused the central bank 
of “gross violations of the 
law" over the past few 
months, saying it must be 
subject to greater financial 
accountability. 

Mr Boldyrev, who has 
earned a reputation as a 
fierce anti-corruption cam- 
paigner. said the central 
bonk had spent lavishly on 
salaries, property, and con- 
sultancy fees and made big 
discretionary loans with 
little or no transparency. 

He also announced the 
Accounting Chamber, which 
monitors government spend- 
ing. would conduct an audit 
into how the latest $4.Sbu 
tranche of an International 
Monetary Fund loan was 
spent. Russia's prosecutor 
general has launched an 
investigation into whether 
IMF money was misused. 

Sergei Dubinin, former 
head of the central bank, has 
denied any wrongdoing 
while he was in charge and 
insisted that all IMF money 
was spent as intended. 

Bankers said thp central 
bank’s efforts this week to 
free up frozen payments by 
injecting fresh liquidity into 
the banking system had not 
yet had much impact. On 
Monday, the central bank 
printed Rbslbn ($62mj of 
new money and provided 
additional short-term credits 
to banks backed on frozen 
government debt. The cen- 
tral bank intends to repeat 
the exercise on Friday, but 
this time it will force more 
banks to participate. 

The central bank has tem- 
porarily halted trading on 
Moscow’s small electronic 
currency exchange market 


to try to prevent this extra 
liquidity from flooding Into 
the hard currency market. 
The official rate for the rou- 
ble was set at 16.22 to the US 
dollar, down from &2 before 
the crisis began. 

Andrei Kozlov, the first 
deputy chairman of the cen- 
tral bank, said he did not 
expect the small Rbslbn 
emission to have a harmful 
effect on inflation. Base 
money increased by 
Rbs4.5bn to Rbsl67.3bn 
between September 7 and 14. 

Mikhail Zadornov, acting 
finance min ister, also reiter- 
ated his position that the 
government would not resort 
to large-scale emissions in 
the next two to three months 
to finance its needs. “We will 
suggest tax reform.” he said- 

But Mr Zadornov's posi 
tion within the government 
is not yet clear. It also 
emerged yesterday that 
Boris Fyodorov, the tough- 
talking reformer who bad 
devised an emergency fin an 
cial package for the previous 
government, would not find 
any “space" in the new cabi- 
net. 

• Russia said yesterday it 
would open 10 secret cities 
at the core of its nuclear 
weapons complex to foreign 
investment in a US-backed 
effort aimed at redeploying 
highly skilled workers in the 
civil economy, Reuters 
reports from Vienna. 

Yevgeny Adamov. Russia’s 
minister of atomic energy, 
and Bill Richardson. US 
energy secretary, signed an 
accord which includes $30 m 
of US funding in 1999 to 
bring jobs to the cities’ 
600.000 inhabitants. 

Russia's economic turmoil 
bas made job offers to 
nuclear weapons engineers 
more attractive and has 
frightened off investment 
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Spain 
rejects 
abortion 
bill 

By Tom Bums in Madrid 

The Spanish parliament 
yesterday rejected by one 
vote a bill that would have 
introduced abortion on 
demand within the first 12 
weeks of preguancy. 

The vote represented a 
serious test and proved a 
narrow escape for the centre- 
right government of Jose 
Maria Aznar. whose Popular 
party opposes a relaxation of 
the existing abortion legisla- 
tion but lacks a majority in 
parliament. 

Voting on the bill, which 
was backed by tile opposi- 
tion Socialist party, had 
been preceded by noisy pro- 
life demonstrations outside 
parliament. 

There were mailings to 
MPs urging them to oppose 
the bill, and the Catholic 
Church’s Episcopal confer- 
ence issued a virulent docu- 
ment denouncing the bill as 
“radically immoral". 

The campaign probably 
tipped the balance against 
the Socialist initiative, 
which had come before par- 
liament for the fourth time 
this year. 

Josep Borreil. the Socialist 
party's candidate for prime 
minister in the next general 
election, said the bin would 
not be reintroduced during 
the current legislature. 

In February, there were 
three consecutive tied votes 
on abortion. A similar bill 
was defeated two years ago 
in what was the first test of 
Mr Aznar *s parliamentary 
strength. 

Yesterday, most of the 
nationalist party MPs. who 
normally back the govern- 
ment. lined up behind the 
Popular party to turn down 
the bill by i?a votes to 1 72. 

Penalties ou abortion in 
Spain were lifted In 1985 by 
the then Socialist govern- 
ment in cases of rape, foetal 
malformation and danger to 
the mother’s physical and 
mental health. 

The latter clause has in 
practice covered almost all 
the estimated 50,000 termina- 
tions that are performed in 
Spain. 

The Socialist bill sought tq 
add a fourth clause that 
would enable the mother to 
have an abortion within the 
first 12 weeks if. in her own 
judgment, she faced the risk 
of “personal, family or social 
conflict". 


No room for Queen on euro banknotes 


By Neil Buckley in Brussels 
and David Wight on in London 

National symbols will not be 
permitted on euro bank 
notes, after a decision by 
European Central Bank gov- 
ernors - ruling out the possi- 
bility of the UK displaying 
the Queen’s head on notes if 
it joined the single currency. 

Wim Duisenberg, ECB 
president, revealed yester- 
day that the bank’s govern- 
ing council - including rep- 
resentatives of the li 
members of the first wave of 
monetary union, but uo Brit- 


ish representative - had 
taken the decision on Sep- 
tember 11. It contradicts an 
earlier decision on euro 
coins, which will display a 
national symbol on one side 
and a standard Europe-wide 
design on the other. 

EU finance ministers had 
previously informally agreed 
that up to 20 per cent of one 
side of the notes could be 
devoted to a ‘‘national fea- 
ture". but gave the final say 
to ECB governors. 

Officials said the bank had 
hinted several times it did 
not favour national symbols 


on notes, which will be cen- 
trally printed for the whole 
of the EU, since this would 
raise printing costs and com- 
plicate distribution. In con- 
trast, each country will mint 
its own euro coins - France. 
Belgium and Finland have 
already begun. 

British politicians opposed 
to replacing sterling with 
the single currency attacked 
the move but expressed con- 
fidence it would help their 
case. John Redwood, the 
Conservative party's indus- 
try spokesman, said: “The 
decision to keep the Queer’s 


head off the euro banknote 
will pot a lot more people off 
the euro in Britain." 

But the Treasury said that 
the Maastricht treaty made 
it dear that the issue of euro 
bank notes was a matter 
solely fbr the ECB. 

The news came as Mr 
Duisenberg held his first 
quarterly meeting with 
European Parliament mem- 
bers in Brussels. 

Answering MEPs’ ques- 
tions, Mr Duisenberg ruled 
out a co-ordinated interest 
rate cut with the US 
aimed at easing the 


global economic crisis. 

His comments came a 
week after finance ministers 
and central bankers of the 

Group of Seven leading 
industrial countries prom- 
ised concerted action if nec- 
essary to stimulate their 
economies. 

The G7 call was widely 
interpreted as a hint that a 
concerted lowering of inter- 
est rates was possible if mar- 
ket turmoil continued and 
growth was threatened. 

But Mr Duisenberg said 
Europe's priority was to con- 
tinue the process of interest 


rate convergence, with the 
launch, of the euro only 100- 
days away. . 

“We have in Europe come 
up, together with the US, 
with the idea that there is no 
need for. nor room for, co- 
ordinated, action on interest 
rates.” lte said; 

With short-term interest 
rates in much of the euro- 
zone at around per cent, 
and longer-term rates at 4 
per cent, the yield curve was 
“very fiat". Mr Duisenberg 
added, and there was no evi- 
dence that real interest rates 
•were too high. 


KIEV REFORMS POLITICIANS POINT TO RUSSIA’S EXPERIENCE AMID DISENCHANTMENT OVE R LOA N CONDITIONS 

Ukraine wearies of IMF remedies 


By Charles Clover in Kiev 

For a brief moment late last 
July, Ukraine finally began 
its economic renaissance. 
After years of trench warfare 
between the country’s 
parliament and the 
president, it had secured 
finally a compromise on how 
to reform the economy. 

A ticking government debt 
bomb had been defused by 
the timely delivery of a 
$2.2bn International 
Monetary Fund loan, which 
over the next three years 
would replenish Ukraine’s 
diminished hard currency 
reserves and restore the 
country's tarnished 
reputation. 


After years of political and 
economic paralysis. Ukraine 
seemed at last to be looking 
outward, able at least to 
contemplate joining the 
European Union. 

Two weeks later, the 
rouble collapsed. As 
Ukraine’s hiyvnia began to 
slide, falling by 34 per cent 
since mid-August, the 
delicate consensus among 
the country's elite began to 
disintegrate. 

One by one. parliament 
has begun picking off a 
series of decrees issued last 
summer by Leonid Kuchma, 
president which addressed 
conditions for the loan 
provided by the IMF. These 
decrees were aimed at 


raising utility prices, cutting 
the budget deregulating the 
economy, and privatising 
large-scale industry. 

It is not just the 
communists who have 
grown cold on market 
economics. “The IMF loan is 
very generous, but many of 
the conditions they have set 
do not correspond to our 
situation." said Volodymyr 
Chernyak, an economist 
from the nationalist Rukh 
party. 

Even some government 
officials close to the 
president, such as Alexander 
Razumkov, Ukraine's deputy 
director of national security, 
have become disenchanted 
with IMF medicine. Look at 


what happened to Russia, 
which had a similar IMF 
programme for two years, 
they say. 

“IMF conditions for 
Ukraine need to be seriously 
analysed in the wake of 
what happened in Russia." 
said Mr Razumkov. “The 
clever learn from their own 
mistakes, bat the truly vise 
learn from the mistakes of 
others." 

As they lose faith in 
IMF-prescribed policies, 
some of Ukraine’s politicians 
are eagerly switching their 
gaze from west to east. 

Over the weekend. Mr 
Kuchma met Boris Yeltsin, 
Russia’s president to discuss 
ways of re-invigorating the 


Russia-dominated Common- 
wealth of Independent States 
as a way out of the crisis. 
Both Russia and Ukraine 
have been reduced to trading 
largely in barter in order to 
conserve precious hard 
currency supplies. 

Ukrainian officials insist 
they can build bridges to the 
east without endangering 
their ties to the west. But 
there is little doubt that 
Ukraine’s choice of an 
economic model will 
determine its ability to join 
tbe EU. 

“Our choice of economic 
model absolutely 
presupposes a certain 
external orientation," said 
Mr Razumkov. 


E Europe feels the pressure over sell-off prices 


Emerging market 
fund managers are 
starting to be 
choosy, writes 

Stefan Wagstyl 

D aniel Daianu. Roman- 
ia’s finance minister, 
surveyed his privatisa- 
tion plans in the wake of the 
turmoil in world markets: 
“Now we are swimming 
against the tide of tbe capi- 
tal markets." 

His colleagues in the rest 
of eastern Europe* know how 
(.’fee feels.. While kbtae npgfiit' 
claim their countries are bet- 
ter placed than recession-hit 
Romania to press ahead with 
privatisation programmes, 
few expect their plans to 
remain unchanged. AH will 
be under pressure from 
potential investors to cut 
prices. 

Even the biggest planned 
flotation, tbe sale of a stake 
in TPSA the Polish telecoms 
utility, bas been affected. 

Leszek Balcerowicz, 
Poland’s finance minister, 
says it will go ahead as 
planned this autumn. But 
bankers dose to tbe deal say 
the price could be 20 per 
cent lower than what might 
have been achieved in the 
summer. The estimated 
SlObn value put on the 
whole company now seems 
ambitious. 

At the- lower end of the 
scale, some other issues 
have already been delayed, 
including tbe Hungarian 
government’s plan to float 
its remaining 28 per cent 
stake in K&H Bank on the 
Budapest Stock Exchange. 

“Only the big quality offer- 
ings will get done. But even 
they are subject to price 
pressures. - says Kevin Wat- 
son. bead of central and east- 
ern European equity capital 
markets at Dresdner Klein- 
wort Benson, the German- 
owned merchant bank. 

The managers of specialist 
emerging markets funds are 
less gloomy but plan to be 
choosy about companies and 
countries, and demand low 
prices. Sylwia StamawsKa. a 
fund manager at Guinness 
Flight, the UK asset man- 
ager. says: “Investors will 
feel comfortable about 
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Poland. Hungary and the 
Czech Republic. But interest 
in the Baltics and the Bal- 
kans will be limited." 

As a result, economic mod- 
ernisation will be delayed 
and cash-strapped govern- 
ments could find it difficult 
to plug the budget gap 
which privatisation revenues 
were meant to fill. 

Governments may respond 
by switching offerings from 
equity markets to sales to 
strategic investors, typically 
multinational companies 
with longer time-horizons 
than fund managers. 

This is already happening. 
Merrill Lynch estimates that 
the value of international 
equity offerings worth $40m 
or more from eastern 
Europe, excluding Russia, 
has reached only Sl.44bn for 
the year so far, compared 
with $3.39bn in 1997. 

Poland has the most ambi- 
tious privatisation pro- 
gramme, having, unlike 
Hungary and the Czech 
Republic, delayed its biggest 
disposals. As well as TPSA, 
disposals planned for the 
□ext few months include the 
sale of the government’s 40 
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per cent stake in Bank Prze- 
myslowo Handlowy. Four 
foreign banks are short- 
listed. 

The government is also 
close to selling a strategic 
stake in the HTS steel mill - 
probably to Voest Alpine of 
Austria. Ministers are keen 
to press ahead with offering 
a foreign bank a controlling 
55 per cent stake in Pekao 
SA, the big bank in which a 
1$ per cent holding was 
floated in summer. 

Altogether, state assets 
valued . at 75bn zlotys 
($20.9bc) are to be privatised 
by 2001. 

In the Czech Republic, the 
key privatisation issue is to 
revitalise b anking by selling 
controlling stakes to foreign 
banks in. three big banks: 
Ceska Sporitelna, Komercni 
Banka and Ceskoslovenska 
Obchodni Banka. Milos 
Zeman. the prime minister, 
says they should be priva- 
tised by 2000. 

The Russian crisis has 
made investors wary of bank 
stocks almost everywhere. 
Czech banks are in a particu- 
larly difficult position 
because, even before the tur- 
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■ with bad domestic loans, i 

Hungary is in the fortu- 
nate position of having pri- 
vatised most key industries. 
The government still plans 
to sell Malev, the airline. 
Antenna Hungaria, 
broadcasting company, and 
MVM, the electridty com- 
pany which owns ; the grid 
and Paks nuclear -power sta- 
tion. But only minority hold- 
ings will be offered and none 
is seen as urgent . 

The crisis has a limited 
effect in Slovenia because 
the privatisation programme 
has largely involved trans- 
ferring control of state 
assets to local managers. But 
the turmoil comes at a diffi- 
cult time fbr Romania and 
Bulgaria, which lag be hind 
central Europe in privatisa- 
tion and are trying to accel- 
erate their programmes. 

In Romania, the govern- 
ment is negotiating to sell a 
35 per cent strategic stake in 
Rom Telecom, the telecoms 
utility, to OTE of Greece. 
The original $4bn tag for the 
whole business now seems 
ambitious. Ministers also 
want to sell by the end of the 
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Development Bank and Banc 
Post 

In Bulgaria, the govern- 
ment is close to completing 
the sale of Balkan Airlines, 
the national carrier, to a 
local company funded with 
the help of US investors. 
Ministers have put a price of 
$450m on tbe deal, including 
the purchase, debt repay- 
ment and future investment 
in the airline. Tbe govern- 
ment also plans to sell a 51 
per cent stake in Bulgarian 
Telecommunications and a 
share of Bui gar Tabac, the 
tobacco monopoly. 

In the Baltic states, the 
key privatisation planned for 
the next few months is the 
flotation of Eesti Telekom, 
tbe Estonian carrier, in 
which the Finnish and Swed- 
ish telecom utilities hold a 
strategic stake. 

For investment bankers, 
life In the region has never 
been tougher. As one says: 
"In a bull market It's easy to 
look clever. Now we have to 
earn our money". 

Additional reporting by Chris 
Bobinski, Robert Anderson 
and Kester Eddy 


NATO INTERVENTION STRIKES WOULD BE ORDERED ONLY TO AVERT HUMANITARIAN CATASTROPHE 


Allies likely to delay Kosovo action 


By Guy Dtnmore hi Belgrade 
and Laura S fiber at the UN in 
New York 

The US and its allies are 
unlikely to cany out their 
threat of Nato intervention 
in Serbia’s Kosovo province 
until late October, and only 
then if large numbers of eth- 
nic Albanian refugees are 
still facing winter out in the 
open, senior diplomats said 
yesterday. 

Recent comments by Presi- 
dent Bill Clinton and Ger- 
man politicians, as well as 
moves by Britain and France 
to pass another UN Security 
Council resolution on Kos- 


ovo. have raised expecta- 
tions that Nato is about to 
intervene. Nato defence min- 
isters are to meet in Portu- 
gal tomorrow. . 

But western diplomats in 
Belgrade said Nato would 
delay for at least another 
month, despite a recent 
offensive by government 
forces against Albanian reb- 
els that has displaced tens of 
thousands of civilians. 

Igor Ivanov. Russia’s new 
foreign minister, made it 
clear in a speech to the 
United Nations General 
Assembly yesterday that 
Russia's opposition to any 
use of force remained as 


strong as ever. “The use of 
levers of power to resolve 
the Kosovo conflict might 
lead to a big war with unpre- 
dictable consequences for 
the Balkan region and 
Europe at large," he said. 

The US and Its allies 
would order Nato interven- 
tion only if it could be justi- 
fied in terms of averting a 
humanitarian catastrophe 
this winter, diplomats said. 

Under one option, Nato 
would first launch “pin- 
prick" air strikes and then, if 
necessary, attack up to 160 
Serbian surface-to-air missile 
sites, some close to Belgrade. 

Yesterday, Serbian police 


1 


units attacked ethnic Alba- 
nian villages on a ridge just 
north of the regional capital, 
Pristina. Witnesses said at 
least five villages were burn- 
ing. UN aid workers said up 
to 20,000 more civilians had 
fled their homes last week. 

Slobodan Milosevic, the 
president of federal Yugo- 
slavia. said after meeting 
Chris Hill, the US mediator, 
on Monday, that large num- 
bers of Albanians were 
returning to their homes 
with government help. 

Aid workers confirmed 
that some thousands of dis- 
placed civilians had moved 
out of hllk and forests to 


find shelter in urban areas. 

The west also wants to 
give Mr Hill more time to 
negotiate an interim peace 
agreement between Mr Mil- 
osevic and Ibrahim Rugova. 
political leader of the Kosovo 
Albanian majority. 

• Unidentified gunmen 
killed Ahmet Krasniqi, 
“defence minister" for the 
Self-declared Republic of 
Kosovo, outside his home in 
Tirana, the Albanian capital, 
on Monday night. Albanian 
officials said. Mr Krasniqi 
was believed to be in 
Albania to drum up support 
for the separatist Kosovo 
Liberation Army. 


Sweden’s 

Left 

spells out 
terms 

By Greg Motor In Stockholm 



Sweden’s former communist 
Left party, buoyed by its 
record showing in Sunday's 
general election, yesterday 
demanded a four-year 
co-operation pact with the 
ruling Social Democrats and 
suggested the government’s 
public spending cap might 
have to be lifted to accom- 
modate new investment 

The party. Sweden's third 
largest after winning 12 per 
cent of the vote, made clear 
its opposition to further pri- 
vatisation of state-owned 
industries and said it would 
negotiate with the SDP over 
a cash injection for welfare 
services. 

Gudrun Schyman. Left 
party leader, stressed she 
was not interested in an ad 
hoc parliamentary alliance 
with the SDP. "We want a 
long-term collaboration 
stretching through the 
whole [four-year] mandate 
period. We want political sta- 
bility," Ms Schyman said. 
However, the Left had no 
plans to demand a formal 
coalition and cabinet seats. 

Prime- minister Gfiran 
Perssoo’s SDP. jolted by its 
worst general election result 
in 70 years, requires support 
from at least two other par- 
ties to form a workable 
administration. Mr Persson 
has indicated he will turn to 
the Left and the Green party 
and Ms Schyman said yester- 
day she expected talks to 
start imminently. 

Ms Schyman said the Left 
would seek to influence the 
annual budget, due to be 
unveiled on October 13. and 
negotiations were 'likely to 
cover a possible easing of 
public spending constraints. 

She hinted this might be 
necessary because the finan- 
cing of certain policy initia- 
tives. including an SDP cam- 
paign pledge to expand state 
childcare services, was 
“unclear". Another option 
was to raise taxes. 

Ms Schyman indicated the 
party would press Us case 
for a referendum next year 
on Swedish participation in 
European economic and 
monetary union. The Left 
wants Sweden to secede 
from the European Union 
and would demand a referen- 
dum on this if voters 
rejected Emu. 

Senior Left officials said 
tbe party was also “very 
negative" towards any sale 
of the government’s stake in 
MeritaNordbanken, one of 
Scandinavia’s largest banks, 
and Telia, the stale telecom- 
munications operator. 

Other core Left party goals 
which are likely to be 
included in negotiations 
with Mr Persson are the 
adoption of a 35-hour work- 
mg and the continuation of 
moves to decommission the 
country's nuclear industry. 
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EUROPE 


NEWS DIGEST 


INTERNATIONAL FINANCIAL REFORMS 


France to unveil plans to 
stabilise world markets 

France will table proposals to reform international firerxaaJ 
institutions and restore stability in the markets at the 
weekend meeting of euro-zone and EU finance ministers. 

Dominique Strauss-Kahn, the French finance mlnteter, 
said there were similarities with Mess outlined this week 

by Tony Blair, tiw British prime minister, who called for 

greater transparency of commercial bank positions and a 
reassessment of the role of the International Monet a ry 
Fund. 

His main disagreement was with the way Britain 
announced Its initiative. France, he said, wanted to co-or- 
dinate policy through the council of the It members of the 
future euro-zone, and try to ensure that the three euro- 
zone finance ministers in the G7 adopted a common 
stance. 

In his most sombre assessment yet of the impact of 

Asian and emerging markets turmoil, Mr Strauss- Kahn, 
said he expected French economic growth would feH bade 
to 2.7 per cent from over 3 per cent this year. However, he 
said this would aH be generated by domestic demand. 
Robert Graham, Paris 

RUSSIA-JAPA N REL ATIONS 

Obuchi to visit Moscow 

Kefzo Obuchi, the Japanese prime minister, plans to make 
an official visit to Russia on November 11 and 12, the Jap- 
anese foreign ntinfehy said yesterday. The trip there will be 
the first by a Japanese prime minister for 25 years. 

The visit was announced after a meeting in New York on 
Monday between Masahlko Komura, the Japanese foreign 
minister, aid his Russian counterpart, Igor Ivanov. 

The Japanese official said Mr Ivanov made no request 
for additional financial aid from Japan at their meeting. 

In April, the then prime minister, Ryutaro Hash! mote, and 
President Boris Yeltsin met In the Japanese resort town of 
Kawana, Where they pledged to work towards completing 
a peace treaty by 2000. Reuters, Tokyo 

IT WORKERS 


Skill shortage hits W Europe 

Western Europe faces a potential shortage of 1.6m work- 
ers In information technology within four years, resulting in 
excessively high wages, low productivity and delayed 
investment in the sector, according to a new report 

The skill shortage, amounting to some 12 per cent of the 
demand for IT workers by 2002, is likely to undermine 
European competitiveness, and exacerbate the lag fn per 
capita IT investment between Europe and North America, 
an employment conference In Brussels heard yesterday. 

The report, by I DC Research and Microsoft says that 
the existing shortage has been reflected in the last 12 
months by wage inflation ranging from 12 to 60 per cent 
An increasing number of IT jobs are also being contracted 
out to service providers, and also to countries outside 
Europe. European employers and governments were 
showing fittie sign of awareness of the problem, and plans . 
to address the shortage were ‘embryonic", the researchers 
said. 

In a joint statement nine IT providers organising the 
conference, including Microsoft, 1CL, Cap Gemini and 
SAP, called on the European Commission and EU member 
states to establish a high-level advisory group to tackle the 
skills gap. Quentin Poet Brussels 


NORWEGIAN PREMIER 

Bondevik returning to work 

Norway’s prime minister, KJeU Magna Bondevik, win be 
back at work as planned tomorrow after more than three 
weeks' sick leave due to depression, his office said yester- 
day. 

“He is feeling better and expects to be declared fit by 
his doctor," said Ms spokesman, Oelvind Oestang. 

Mr Bondevik, 51, a priest in Norway's Lutheran state 
church, went on sick leave on August 30, suffering from a 
"depressive reaction" to overwork. He was facing prob- 
lems including a plunge In the price of oil to 10-year lows, 
a surge in interest rates and a fall In the value of the 
krone 

Squabbling among Mr Bondevfk’s minority three-party 
coalition, which controls 42 of parliament’s 165 seals, 
added to his woes. Reuters, Oslo 


ABKHAZIA ATTACK 

UN observers wounded 

Three United Nations military observers were wounded 
when unidentified gunmen opened fire on their bus in 
Sukhumi, capital of Georgia's breakaway Abkhazia region, 
UN officials based there said yesterday. 

Two Bangladeshis and one Nigerian were wounded in 
the attack on Monday In the city centre. Another employee 
of the UN mission was also hurt There were 10 people 'm 
the vehicle at the time. 

Several UN military observers have been Injured and one 
has been killed since the force, currently 90 strong, began 
patrols In 1993. Most have been hurt In a buffer zone 
between Georgia and Abkhazia, most often in Incidents 
involving landmines. _ „ „ 

The Abkhaz Interior Ministry Warned Georgian authorities 
for the attack, but Georgian security officials said they had 
no information about the incident Reuters, Sukhumi 


POLISH POLITICS 


Bid to open communist files 

Polish legislators yesterday approved a bffl which would 
allow people to view files on themselves gathered by the 
security police In the communist era. 

The rightwing Solidarity bloc comfortably secured a 237 
to 157 vote in parliament's lower house and the measure 
now goes to the Senate and the president for approval. 

But it Is still unclear if President Ateksander Kwas- 
niewski, a former communist, will sign the MIL If he 
refuses, or Is persuaded not to, the bill's advocates might 
find it difficult to muster the three-fifths majority needed to 
override his veto. Reuters, Warsaw 

CAR POLUmON CURB 


Off the road in France 


In an attempt to highlight the problems created by car pol- 
lution and congestion, 37 French cities yesterday banned 
private care from their centres from 7am to 9pm. The 
operation, called ‘In town without my car", saw municipal 
authorities put on extra public transport and the ancour- 
agement of bicycles and non-ccxwentkma! means of travel 
such as rofler-btades. 

Though the Initiative was backed by big cities such as 
Paris, which established two large zones free of private ^ 
sara, several mayors dismissed it as token propaganda for 
the Green lobby* Robert Graham 


Kohl wins applause in an 
old-fashioned campaign 


X 


German 

elections 


Germany’s chancellor seems to be 
thriving in a tough election battle, 
reports Peter Norman in Bonn 


T he chancellor looks a 
tiny figure in the dis- 
tance: his head and 
shoulders barely visible for 
most of the 8,000 to 9,000 
people squashed like 
aarriinpg in the narrow mar , 
feet square of Neuss. 

But, exuding confidence 
and commanding respect, 
Helmut Kohl’s voice rever- 
berates between the build- 
ings as he throws all his 
energy into the final days of 
his campaign to extend his 
16-year mandate to govern 
Germany. 

Earlier in the evening Mr 
Kohl had been on his feet for 
nearly two hours when he 
addressed some 6.000 people 
in Bonn. That followed a 
press conference and his 
weekly meeting with the 
leadership of his Christian 
Democratic Union. 

It Is a schedule that would 
exhaust many younger men. 
But Mr Kohl is thriving on 
it The presence of so many 
voters is an elixir for the 68- 
y ear-old chancellor. Seen at 
close quarters, he looks 


healthy and robust Doubts 
about his health are easily 
forgotten. 

Not that Mr Kohl's rhetori- 
cal style has improved. His 
speeches lack clear form. 
They hop from topic to topic. 
His diction, never particu- 
larly clear, stumbles over 
sibilants. 

But he is bringing simple 
messages In this final “hot 
phase" of the campaign to 
the people of Bonn and 
Neuss, an ancient trading 
centre on the Rhine opposite 
DOsseldorf. The voters, a 
surprising number of them 
young, listen attentively. 
They applaud, suggesting 
that this old-fashioned elec- 
tioneering for next Sunday’s 
poll is paying dividends. 

Some noisy far-left demon- 
strators get the chancellor 
off to a fighting start in 
Bonn. “I see a red flag. 
Good!" he exclaims. "That 
must be one of the last in 
the world - apart from those 
in Cuba!” 

In Neuss, like Bonn a CDU 
stronghold, there are fewer 


demonstrators but, blowing 
whistles, they are trying to 
disrupt his speech. "Hal" he 
barks and takes a swipe at 
the DGB, the trade union 
federation, which has spent 
DMfim (W-7m) In support of 
the opposition Social Demo- 
cratic party (SPD). “That’s 
the DGB’s contribution to 
rational debate." 

The crowd laughs and Mr 
Kohl warms to his theme. 
The election is all about Ger- 
many’s "direction” in the 
new century and millen- 
nium. The choice lies 
between his "coalition of the 
centre" and the SPD and 
environmental Greens who, 
he insists, would not hesi- 
tate to take office with the 
support or the former com- 
munist Party of Democratic 
Socialism (PDS) if necessary*. 

Mr Kohl looks back over 
“a century of two halves". 
The first half, culminating in 
war, ruin and "the loss of 
one third of the Reich area” 
was followed by the new fed- 
eral republic. This has been 
anchored in individual free* 



The chancellor greets the crowds n a traditional campaign 


dam. which is now united 
and "with friends around the 
world, in America. Fiance. 
Britain - and Russia". 

He accuses Oskar Lafon- 
taine. the SPD leader, and 
Gerhard Schrbder, the SPD 
chancellor candidate, of 
being on the wrong side of 
history by opposing Nato 
missile deployment in the 
1980s and German unifica- 
tion in 1990. The SPD’s 
dependence on the PDS in 


the eastern state of Snxouy- 
Anhalt is "totally unaccept- 
able”- It betrays the legacy 
of Kurt Schumacher, the 
SPD's first post-war louder, 
for whom communists were 
"fascists pointed red". 

Mr Kohl inrites voters to 
put him and his challenger 
to a simple test. He and Mr 
Schroder should be treated 
just like other job appli- 
cants. First, voters should 
read the letter of application; 


then quiz the local party 
candidates and finally, if 
possible, see the two top can- 
didates for themselves, in on 
uncertain world, with crises 
in Asia, Russia or Kosovo - 
"Just l!s hours' flight from 
here" - there should be no 
contest, Mr Kohl implies. 

"It is important to make 
the right decision: to make 
things secure and take no 
unnecessary risks by hand- 
ing power to ideologists’*. 

His speeches have a simple 
faiksmess. "If someone came, 
to your house on a Sunday 
and started throwing the fur- 
niture around, you would 
throw him out," he told the 
approving voters of Neuss, 
when explaining why Ger- 
many should expel foreign- 
ers who break the law. 

Some of his lines, as when 
stressing the importance of 
research and development.' 
could hove come from a 
speech by Mr Schrilder. At 
times, as when savaging the 
tax system as "something 
from the mad house", he 
talks us if he had nothing to 
do with government in the 
past 16 years. 

But although Mr Kohl’s 
rhetoric often harks back to 
the past and he is short on 
specifics about the future, 
them was no doubi in Bonn 
or Neuss that this was a 
man running hard for office. 
And playing on the fears, 
rather than U« hopes, of the 
voters, he firmly believes he 
can win on Sunday. 
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Your Global Investment Manager. 


With the introduction of the euro, fixed-income markets will be faced understand the credit parameter. So the global presence and in-depth 


with a profound structural change. Credit is bound to 


become the parameter of the future. For ABN AMRO, 


that's nothing new. Because for years we've been 



expertise of ABN AMRO Asset Management provide the 
vision you need to combine outstanding performance 
with well-monitored risk. Isn't it time you talked to 


taking a pan-European view of fixed-income markets. As a truly a fixed-income manager with vision? For more information please 
universal player, our extensive bank and trading network means we contact ABN AMRO Asset Management. 

ABN-AMR0 Asset Management 
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SOUTHERN AFRICA LOOTING FOLLOWS INTERVENTION BY SOUTH AFRICAN-LED FORCE TO PUT DOWN ARMY MUTINY IN KINGDOM 


Invasion of 
Lesotho ends 
in mayhem 


By Vidor Mallet in Maseru 

A South African -led invasion 
to help end an army mutiny 
in the mountain kingdom of 
Lesotho ended in mayhem 
yesterday when rebel sol- 
diers fought back, residents 
shouted abuse at the South 
Africans and hundreds of 
people burnt and looted 
shops in the capital, Maseru. 

The South African govern- 
ment said three of its sol- 
diers had been killed and 11 
wounded after a 600-strong 
invasion force supported by 
helicopters and armoured 
cars crossed the border yes- 
terday morning. 

They met resistance at two 
army barracks, the royal pal- 
ace and the Katse Dam. part 
of the Lesotho Highlands 
Water Project designed to 
supply water to South. 
Africa. 

South African leaflets dis- 
tributed in Maseru said 
“Combined Task Force 
Boleas” was a legitimate 
force of the 14-nation 
Southern African Develop- 
ment Community (SADC) 
designed to prevent anarchy 
in Lesotho. But the opera- 
tion led to chaos in Maseru, 
and a convoy of 200 Bot- 
swana troops and equipment 
designed to give a multina- 
tional flavour to the inva- 
sion was still lumbering 
slowly towards Lesotho in 
the afternoon. 

The intervention marks a 
complete U-turn by Presi- 
dent Nelson Mandela in Ms 
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A protester Ges in the road as South African forces advance in Maseru yesterd a y. They took control at key points after heavy fighting 
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approach to political dis- 
putes in the region. 

Earlier, be had rejected 
military support Cor the 
beleaguered Congolese gov- 
ernment of Laurent Kabila 
by Angola, Zimbabwe and 
Namibia, insisting on a polit- 
ical solution Involving nego- 
tiations between rival fac- 
tions. leading to an election. 
But he and his government 
have now come out in sup- 
port of S ADC’s line that mili- 
tary force can be used to 
help legitimate governments. 

“There was a coup in Leso- 
tho and in terms of SADC 
policy, SADC decided to 
assist the government to 
normalise the situation so 
that political processes can 
take their course,” Aziz 
Pahad, deputy foreign minis- 
ter, told South African radio. 

But residents of Maseru, 
including both Lesotho citi- 
zens and foreigners, were 


baffled by the South. African 
Invasion. The intervention 
was particularly surprising 
since South African minis- 
ters had been seeking to 
arrange talks between the 
Lesotho government and 
opposition until late on Mon- 
day night 

“Nobody will accept this 
in 1.000 years," Lefu 
Lechesa, a university admin- 
istrator. said in the city cen- 
tre as youths looted a shop 
behind him. “South Africans 
talked for five years to end 
their war. We £ai] to talk for 
one day and Mandela 
invades.” 

The Intervention may 
have put down a military 
rebellion, but it does not 
appear to have discouraged 
the unarmed opponents of 
rim government, a few dozen 
of whom remained camped 
around King Letsie's palace 
yesterday - where they have 


been gathered for six weeks. 

“The old government [the 
National party regime which 
imposed apartheid] came 
here and attacked but they 
would never dream of enter- 
ing the royal palace,” said 
Marcello Morrison, spokes- 
woman for a group of five 
opposition parties that say 
the elections in May were 
rigged. “The Boers respected 
at least aur monarch." 

Lesotho is a former British 
protectorate entirely sur- 
rounded by South Africa. Its 
powerful neighbour has 
often intervened in its power 
struggles since independence 
in 1966. Many of its inhabit- 
ants work in South African 
mines, but thousands have 
lost their jobs in recent 
years as the mining industry 
modernised. 

The most recent crisis 
erupted when the Lesotho 
Congress for Democracy of 


Pakahtha Mosisili, the prime 
minister, won 79 of the SO 
parliamentary seats in the 
May election. A SADC com- 
mission of inquiry chaired 
by a South African judge 
found there bad been some 
Irregularities but said it 
could not conclude that the 
whole election should be 
nullified. 

“There’s no ideological dif- 
ferences,” said Ms Morrison. 
"The problem is we believe 
the elections have been 
rigged.” 

Yesterday evening the 
sound of shooting still ech- 
oed around Maseru and a 
pall of smoke hung over the 
town as the South African 
troops sought to subdue 
pockets of resistance, espe- 
cially at the Makoanyane 
barracks near the airport 

A few Lesotho policemen 
tried vainly to halt the loot- 
ing, but hundreds of resi- 


dents could be seen cheer- 
fully walking home with 
everything from eggs and 
bottles of Fanta to clothing 
and radios looted from 
stores; some even took the 
goods on trolleys or in plas- 
tic supermarket shopping 
baskets. 

Already the South Afri- 
cans are being blamed for 
prompting the destruction of 
central Maseru and for kill- 
ing the chance of political 
negotiations. They are likely 
to find it much more diffi- 
cult to leave the country 
with their honour intact 
than it was to cross the fron- 
tier. “The South Africans 
have miscalculated badly." 
said one opposition sympath- 
iser in Maseru. “We’re defi- 
nitely going to have to sort 
it out among the Basotho 
[the people of Lesotho]”- 

Editorial comment, Page 17 


IRAN-AFGHANISTAN CONDEMNATION OF TALIBAN EASES PRESSURE ON TEHRAN 


UN tries to defuse tension 


By Mark Huband In Tehran 

Widespread condemnation of 
Afghanistan’s Taliban mili- 
tia by United Nations mem- 
ber states appears to have 
eased domestic pressure on 
Iran’s government to go to 
war. despite a continued mil- 
itary build-up and demands 
by hardliners for an armed 
response to the bitter diplo- 
matic crisis. 

Iran aims to have amassed 
up to 200.000 troops along its 
750km border with Afghan- 
istan by today. A week of 
military manoeuvres is 
planned to begin immedi- 
ately in response to the mur- 
der by Taliban fighters of 
seven Iranian diplomats and 
an Iranian journalist in 
Afghanistan last month. 

The Taliban said yesterday 
it had positioned US-made 
Stinger and Russian-made 


Luna missiles along the bor- 
der. Mohammed Hassan, the 
Taliban spokesman, said the 
militia bad deployed 6,000 
troops in the area. “If we 
were attacked, we would not 
consider defence sufficient 
and we would pursue the 
enemy in its territory to the 
best of our abilities". 

A meeting at the UN in 
New York on Monday of 
Afghanistan's six neigh- 
bours, along with the US and 
Russia, delivered many of 
the demands Iran had said 
were necessary to avoid a 
military confrontation. 

The meeting called for the 
release of non-combatants 
and said the UN would 
investigate Iranian Haims of 
Taliban atrocities. Shia Iran 
says the Sunni Taliban has 
targeted Afghan Shia Mos- 
lems. 

Javid Zarif, Iranian deputy 


foreign minister, hinted on 
Monday that Iran was confi- 
dent a diplomatic solution 
would be found. 

This contrasted with Ira- 
nian statements last week, 
suggesting that its patience 
with the Taliban had been 
almost exhausted. 

Moderates in Iran’s gov- 
ernment increasingly view 
the prospect of war as a seri- 
ous threat to the country's 
tentative moves to domestic 
political moderation, and 
were hoping for a tough UN 
response with which to 
defuse popular dema n ds for 
military strikes. 

"If there's a war with 
Af ghanistan, much that we 
have been moving towards 
will change. So, we should 
keep the hardliners away 
from the decision-making on 
how to proceed.” said a 
senior government official. 


The outcome of the crisis 
is seen by political analysts 
in Tehran as likely to have a 
profound effect on both the 
conduct of Iran's foreign pol- 
icy and the relationship 
between the armed forces 
and the government. 

Iran had backed the for- 
mer Afghan government led 
by Burhanuddin Rabbanl, 
though it has a diplomatic 
presence in three Taliban- 
held cities. "The issue has 
shown that we need to have 
a more unified approach to 
foreign policy,” said an ana- 
lyst In Tehran. “We can't 
have different departments 
dealing with these issues." 

Some analysts have critic- 
ised Iran for failing to 
engage the Taliban diplomat- 
ically, in order to establish 
real influence on Afghan 
affairs and find a solution to 
the civil war. 
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WTO urged to 
act on trade 
corruption 


By Stephen Fkfler 
in Washington 


An international pressure 
group released survey 
results yesterday suggesting 
a majority of countries are 
viewed as harbouring signifi- 
cant corruption, and called 
on the World Trade Organi- 
sation fo begin action to 
tackle the problem in inter- 
national trade. 

The survey by Transpar- 
ency International aims to 
measure subjective attitudes 
to corruption - defined as 
the abuse of public office for 
private gain - from the per- 
spective of business people, 
risk analysts, journalists and 
the general public. 

The five countries on the 
list of 85 perceived as having 
the greatest corruption prob- 
lem were Nigeria, Tanzania. 
Honduras, Paraguay and 
Cameroon, which scored L4 
out of a possible 10. 

The best perceived coun- 
try was Denmark, with a 
perfect 10 score, followed by 
Finland. Sweden, New Zea- 
land, Iceland and Canada. 
Britain was ranked 11th 
equal with a score of 8.7 and 
the US 17th equal with a 7.5 
score. Germany was 15tb 
and France 21sL 

Frank Vogi, vice-chairman 
of TL said yesterday that 


any country with a score of 
5.5 or lower was "clearly per- 
ceived to have a huge cor- 
ruption problem. 

“Included In this category 
were countries such as Bel- 
gium, with a score of 5.4, 
Greece with a score of 45 
and Italy with a score of 
4.6. 

Russia is ranked 76th. with 
a score of 2.4, while 
Indonesia was 80th, scoring 
2 . 0 . 

TI officials said they were 
developing approaches that 
would capture in a separate 
index the sources of the cor- 
ruption. 

They said they aimed to 
“shine a light on the coun- 
tries that are the homes of 
bribe paying corporations". 
This was a reflection of the 
limitation of the survey pub- 
lished yesterday, which 
focuses on governments. 

The group welcomed the 
completion of the Anti-Cor- 
ruption convention, signed 
last December by members 
of the Organisation for Eco- 
nomic Co-operation and 
Development, which is 
aimed at crlminalisation of 
bribery by exporters and 
deny tax deductibility for 
bribes paid abroad. It said it 
would monitor closely the 
implementation of the con- 
vention by governments. 


Rules on bank 
capital ratios 
to be reviewed 


By Clay Heals, 

Banking Corespondent, 
kt London 


The Basle Committee on 
Banking Supervision is offi- 


cially to review its 10-year* 
old Accord on banks' mini- 
mum capital ratios with the 
aim of replacing it with 
more flexible rules. 

The review, to be led by 
Claes Noigren, director-gen- 
eral of Sweden's Financial 
Supervisory Authority, will 
involve the entire Basle 
Committee, made up of 
banking supervisors and 
central bankers from the 
Group of Thn countries. 

William McDonough. Basle 
Committee chairman and 
president of the Federal 
Reserve Bank of New York, 
said yesterday there was a 
“need to move expeditiously, 
and make significant prog- 
ress in the next one to two 
years”. The committee's first 
meeting on the issue is in 
London today. 

Mr McDonough said: “I 
don't think there has been a 
more urgent need for the 
Basle Committee to exercise 
leadership in this arena than 
now” - a period he called 
“the most dangerous since 
the second world war". 

The committee yesterday 
published three papers: 

Guidance on bank trans- 
parency. a “matter of the 
utmost importance”, to 
encourage more meaningful 
public disclosure; 

A framework for internal 
controls systems; 

An assessment of banks' 
ability to manage opera- 
tional risk. 

On the Basle Accord, Mr 
McDonough expected that 
there would continue to be a 
min imum capital ratio, 
mathematically stated, like 
the 8 per cent standard in 
force since 1998. 

But national supervisors 
were likely to work with 
individual banks in their 
own countries to develop 
standards on the economic 
capital required that were 
appropriate for each institu- 
tion. These could he based 
on each bank's strategy, 
appetite for risk, internal 
controls and ability to man- 
age their business well, Mr 
McDonough said. 

The mechanistic simplicity 
of the 1998 accord has come 
under scrutiny because of 
the development of financial 
instruments which have 
allowed banks to engage in 
“regulatory capital arbi- 
trage". By using securitisa- 
tion. for example, they can 
assume greater risk without 
damagin g their capital ratio. 

As a result, banking 
experts have stepped up 
their study of “credit risk 
modelling", the subject of a 
conference organised this 
week in London by UK, US 
and Japanese regulators. 

Mr McDonough said credit 
risk modelling was “not yet 
as robust” as market risk 
models. It was “intellectu- 
ally fascinating, but still a 
work In progress". Describ- 
ing such models as “revolu- 
tionary developments”, he 
viewed them as a “catalyst 
for a complete ret hinking of 
the theory and practice of 
credit risk management”. 

He also said: “Supervisors 
need to make sure the future 
regulatory capital frame- 
work addresses the needs of 
banks in emerging market 


countries and does not inad- 
vertently drive a competitive 
wedge been G10 and non-GlQ 
competitors". 

In its paper on banking 
transparency, a committee 
sub-group recommended 
that hanks publicly provide 
timely information on finan- 
cial position (including capi- 
tal, solvency and liquidity): 
risk management strategies 
and practices; risk exposures 
(including credit, market, 
liquidity, operational legal 
and other risks); accounting 
policies; and basic business, 
management and corporate 
governance information. 

Disclosures had to be com- 
prehensive, timely and reli- 
able, the paper said. Such 
disclosure was based on the 
premise that markets can 
“reward banks that manage 
risk effectively and penalise 
those whose risk manage- 
ment is inept or imprudent”. 

Susan Krause, a senior US 
bank regulator who chaired 
the group, said: “Strong 
supervisors and adequate 
transparency work hand in 
hand to promote stable 
banking systems". 

The paper acknowledged 
“inherent difficulties in mak- 
ing the riskiness of any 
enterprise transparent” and 
problems in achieving com- 
parability because of differ- 
ent accounting standards. 
Disclosure standards would 
have to be balanced against 
proprietary data protection 

Another potential draw- 


*1 don’t think there 
has been a more 
urgent need for 
leadership in this 
arena than now’ 


back involved extra costs, 
though the relevant informa- 
tion should already be avail- 
able internally in well man- 
aged banks. 

Though disclosure might 
“cause problems when a 
bank is in a weak condi- 
tion." it provided “incentives 
for healthy banks to con- 
tinue conducting their 
operations in a sound and 
efficient manner”. 

In its second paper, the 
committee outlined a frame- 
work it encouraged supervi- 
sors to use, to evaluate inter- 
nal controls over banks' on- 
and off-balance sheet activi- 
ties. 

Roger Cole of the Federal 
Reserve Board, who co- 
chaired the subgroup, said 
internal control needed to be 
viewed as a continuous pro- 
cess throughout a bank. 

Christine Cumming, senior 
vice-president of the New 
York Fed, said operational 
risk, the subject of the third 
paper, still lacked a firm def- 
inition, but sbould be viewed 
as the “risk of loss from 
tec hn ica l breakdown, human 
error or fraud". 

This paper, a survey of 
current practice in about 30 
leading banks in member 
countries, found senior man- 
agers' awareness of opera- 
tional risk increasing, but 
most banks were only in the 
early stages of measuring 
and monitoring it. 

Full texts of the Basle Com- 
mittee papers available on 
the internet at www.tris.org 
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Nigerian leader hopes to meet 
IMF call for currency reform 


By Michael Holman, Africa 
Editor, and William Wallis 


Abdulsalami Abubakar, 
Nigeria's new military ruler, 
said yesterday that he hoped 
to end the country's dual 
exchange system by the end 
of the year, thus meeting 
one of the conditions for a 
new International Monetary 
Fund agreement and 
rescheduling of the coun- 
try's estimated $35bn exter- 
nal debt. 

Gen Abubakar was speak- 
ing at a London press confer- 
ence after a meeting with 
Tony Blair, the British prime 
minister, who bad made 
clear that Britain’s support 
for debt relief was linked to 
economic reforms and imple- 
mentation of an IMF pro- 
gramme. 

A Downing Street spokes- 
man described the hour-long 
meeting as " very positive 
and friendly”. 

"The prime minister was 
very impressed by President 
Abubakar’s approach and 
his determination to carry 
on democratic and economic 
reform.” 

Gen Abubakar, who 
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repeated his call for foreign 
investment and interna- 
tional support for the coun- 
try's democrat! sati on pro- 
cess, has moved rapidly to 
end Nigeria's pariah status, 
freeing political prisoners 
and pledging a return next 
May to civilian rule. 

Nigeria's SS5bn external 
debt includes $3bn owed to 
the UK Export Credits Guar- 
antee Department 

Gem Abubakar travels on 
to New York to attend the 
United Nations General 
Assembly and then to 


Stent Ugertm fmotneat 


France, where he will meet 
President Jacques Chirac. 

The scale of the ECGD's 
exposure to Nigeria, for 
which it suspended insur- 
ance cover in 1983, is almost 
twice the El.Tbn in unrecov- 
ered claims published in the 
department’s annual report 
and accounts. The ECGD 
said the total had been swol- 
len by accumulated arrears. 

This compares with the 
former Soviet Union’s debt 
to ECGD of £S30m, say offi- 
cials at ECGD. a UK agency 
which insures long-term 


export contracts. 

Britain is Nigeria's largest 
official international credi- 
tor. Nigeria’s total external 
sovereign debt is estimated 
at up to $37bn. mostly in the 
form of export credits. 

But the ECGD ha« main- 
tained a tough stance, 
declaring a month ago that 
Nigeria was ineligible for a 
new . scheme intended to 
insure so-called “good pro- 
jects" in developing coun- 
tries for which it would not 
normally provide cover. 

The ECGD said it excluded 
Nigeria partly because of 
“underlying concern about 
whether projects of this land 
could work in a country 
with as many difficulties as 
Nigeria.” 

IMF officials say that 
Nigeria faces its most seri- 
ous economic crisis since 
independence in is®. 

The 1998 budget assumed a 
$17 per barrel price for oiL 
which accounts for 85 per 
cent of export earnings. In 
the first h a lf of the year it 
averaged under $u barrel, 
while the average for July 
and August fell to little over 
$ 12 . 
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On September 21st, we formed an alliance. Rve airlines 
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is 


oneworld 



that share a few simple beliefs. 

We believe that the cusiomer should be at the heart of 
everything we do. And we believe that it should be easy for you 
to travel beyond the reach of our individual airline networks. 

That's why we created onewcrid.' v 

revolves around you 

Five airlines: American Airlines, British Airways, 
Canadian™ Airlines, Cathay Pacific and Qantas, all with one 
vision. To make travelling around the world easier. 

Together we'll start to make that vision a reality. By 
working together for you, ws can share our individual learning 
and expertise to offer greater value and provide you with the 
very best in global travel. 

Over the next few months, we’ll be training and talking 
with our people, all 220,000 of them, so they can be of 
assistance to passengers from ail the alliance airlines both 
■ oh the- ground and in the air. We'll also be providing • our 

passengers with worldwide access to more airport lounges, 
as well as smoother transfers across the global networks of the 
five airlines. 

And if you're a loyal and frequent customer, you'll soon be 
receiving wider recognition and opportunities for more rewards. 

All of this means that you'll feel at home in the world no 
matter which airline you fly. Because oneworld isn't just about 

i 

bringing five of the world's best airlines together. It's also about 
bringing the world closer to you. 

In everything we do, we will make sure oneworld 
revolves around you. 



Robert Ayling . 
Chief Executive 


BRITISH AIRWAYS ** 





Don Carty 

Chief Executive Officer 


Kevin Benson 
Chief Executive Officer 


David Turnbull 
Chief Executive Officer 


James Strong 
Chief Executive 


AraricanAviies' Canadi3ai Airlines 


teHCATHAY Pacific ko/urns 


American Airlines. Britisn Airway:. Canaan. Ctfnj* Pacific and Qanlas srs trademarks u! r/ieir respective cir-.eanles. 
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SOFT DOLLAR TRANSACTIONS SEC REPORT REVEALS THAT ‘VIRTUALLY ALL ADVISERS CHARGING HIDDEN COMMISSIONS ARE BREAKING SECURITY LAWS’ 




Over third of brokers ‘share in secret deals’ 


By Richard Woffle 

h Washington 

More than a quarter of US 
financial advisers collude 
with brokers to charge their 
clients a series of hidden 
commissions paying for non- 
investment items such as 
office furniture, travel costs 
and even theatre tickets. 

The Securities and 
Exchange Commission, in a 
long-awaited report pub- 
lished yesterday, said more 
than a third of brokers par- 


ticipate in the secret com- 
missions for products and 
services which provide no 
direct benefit to clients. 

While the SEC said the use 
of so-called soft dollars was 
not illegal, it said that ‘'vir- 
tually all" the advisers 
charging the commissions 
were breaking securities 
laws in failing to reveal the 
charges to their clients. 

Lori Richards, director of 
the SEC's compliance office, 
said: “The message from this 
report should be unmistak- 


able: that advisers have an 
obligation to disclose ade- 
quately and fully so their cli- 
ents can understand the 
nature of their soft dollar 
transactions.” 

The SEC found that advis- 
ers using soft dollars were 
charging their clients aver- 
age commissions of six cents 
a share, compared with the 
cheapest rates of just three 
cents. Advisers are able to 
charge their clients the com- 
missions by bundling 
together broking services. 


Including research and the 
execution of deals. 

The SEC reported that 
advisers and brokers were 
using a wide definition of 
“research” costs, including 
advisers' own computers, 
internet access, high-speed 
phone lines and cabling. 
Others used soft dollars to 
pay for goods and services 
blatantly unrelated to 
research, including interior 
design and hotel bills. 

The report called for the 
publication of new guidance 


about electronic-based 
research, which hardly 
existed when the SEC abol- 
ished fixed commission 
rates, and defined the use of 
soft dollars, in 1975. 

Instead of disclosing the 
use of soft dollars, advisers 
were discovered to be using 
“boilerplate language” 
which failed to outline in 
sufficient detail what the cli- 
ents were paying for. In 
many cases, the SEC found 
the staff writing the disclo- 
sure forms were themselves 


ignorant of the full use of 
soft dollars. 

The SEC insisted 98 per 
cent of soft dollars were used 
for research to help advisers 
make investment decisions. 
The total value of such soft- 
dollar research is estimated 
at over Sibn a year. The 
report focused on 75 brokers 
and 280 investment advisers 
covering $24Qm in soft dol- 
lars hum November 1996 to 
April 1997, but did not cover 
mutual fund managers. 

In their recommendations, 


the SEC investigators called 
for immediate improvements 
in record-keeping and disclo- 
sures. Many brokers and 
advisers failed to keep 
proper records about soft 
dollars, and could not sepa- 
rate mixed-use items partly 
used for research. 

SEC staff stopped short of 
recommending a change in 
securities laws governing 
soft dollars, unless the 
Industry fails to improve its 
standards of complying with 
the current laws. 


CLINTON VIDEO JOB APPROVAL RATING REBOUNDS ■ REPUBLICANS^ PONDER NEXT MOVE 

Presidential soap opera 
washes well with public 


By Nancy Dume in Washington 

For the first time in days, 
the telephones went silent in 
the office of Congressman 
Scotty Baesler, a Kentucky 
Democrat 

Callers who had been furi- 
ous with President Bill Clin- 
ton after the release of the 
Starr report were busy 
watching the next chapter in 
the national soap opera: the 
televised cross-examination 
of Mr Clinton by his neme- 
sis, the independent counsel 
and his assistants. 

Yesterday the calls to Mr 
Ba osiers Washington office 
were “few and far between". 
In his district office in Ken- 
tucky the calls were “not as 
heated”, said John Town- 
send. the congressman's 
spokesman. “It is possible 
that the anger {against the 
president] has dissipated.” 

Around Capitol Hill yester- 
day. Democrats were report- 
ing a turn in popular senti- 
ment towards the president 
“What the Republicans for- 
got when they released that 
tape is that the president's 
poll numbers always lump 
up when he goes on televi- 
sion.” said one Democratic 
aide. Pollsters yesterday 
reported that although most 
viewers thought the presi- 
dent had committed perjury, 
most wanted him to stay on 
in the White House anyway, 
and his job approval rating 
rebounded. 

Democrat support for the 
president is key to his 


chances of surviving 
impeachment. 

It was the Republicans on 
the House judiciary commit- 
tee that campaigned for the 
release of the president's vid- 
eotaped and supposedly 
secret grand jury testimony 
and this is starting to unite 
Democrats in anger - some- 
thing the White House has 
Called to do. 

A spokesman for Congress- 
man James Barcia. a Michi- 
gan Democrat, said the calls 
had turned pro-Clinton. "Cal- 
lers now are angry about the 


dent have picked up. 

In the office of Thomas 
Allen, a Maine Democrat, 
the reaction was lower key 
than after the release of the 
Starr report, and more 
favourable to the president 

Even Newt Gingrich. 
House speaker, began to 
sense that the tapes would 
not damage the president 
seriously. As they were run- 
ning Monday morning, he 
mused that their release 
“may” have been a mistake. 

Republicans' offices have 
also been receiving fewer 


Republicans forgot his poll numbers 
always jump up when he goes on TV 


release of the taped video 
and the way the Republicans 
have been trickling out all 
Ken Starr's stuff.” the aide 
said. 

The reaction of Lynn 
Woolsey, a California Demo- 
crat from a liberal district, 
was typical. 

The president's behaviour 
was “wrong", the allegations 
against him were "serious”, 
but the release of the tapes 
"appears to have been more 
about political gain than a 
search for the truth because 
we learned nothing new 
from them”. 

In the office of 
Sidney- Yates, an Illinois 
Democrat, the number of 
e-mails has soared, and 
those which were pro-presi- 


calls. Is the office of Con- 
gressman Christopher Cox. 
82 per cent of the calls last 
week were tn favour of 
impeachment. Yesterday, 
there were few calls to the 
Washington office, and out 
in his conservative district 
in California, 13 callers had 
pushed for impeachment and 
five said Congress should 
"move on". 

Where the president failed 
to gain ground was in the 
leaders of the most promi- 
nent newspapers, which 
have been demanding either 
a formal impeachment 
inquiry or resignation. 

USA Today, which has 
called for Mr Clinton to step 
down, said the public had 
seen its clearest view yet of 


the president under pres- 
sure. "On one level, Clinton 
was cool and reasoned in cir- 
cumstances that few would 
want to endure. . . but even 
more evident in four hours 
of testimony was Clinton the 
hairsplitter - the person for 
whom less that half the 
truth is often more than 
enough.” 

The New York Times 
called for “a negotiated set- 
tlement involving censure 
by Congress, provided that 
Mr Clinton abandons, pub- 
licly and without qualifica- 
tion, the central contention 
of his four-hour marathon in 
legal evasion”. 

The Times said that the 
broadcast of the tapes was 
"a hostile partisan act.” 
which in the end bad served 
a healthy civic purpose. 
"The Clinton presidency has 
become such a mess that the 
public needs to review as 
much of the evidence as pos- 
sible in order to respond 
intelligently to Congressio- 
nal demands for resignation 
or impeachment.” 

The Washington Post said 
that the president “pretty 
plainly lied under oath" 
before the grand jury. 

"The self-indulgence that 
has been the abiding charac- 
teristic of this president's 
entire career has taken us to 
a place where we have no 
instantly dear good choice. 
That is the ultimate price he 
exacts; he drags down the 
national standards by 
entwining them in his own.” 



Cfinton's videotape testimony dominated European headlines. The selection of Italian tides (above) 
gives a taste of tha reactions, ranging from U Gkumo’s 'How to kill a president 1 to Corriere Della Sera’s 
‘Clinton humifiatad on TV, but does not sink’. In the UK, the range of opinion was equally striking AP 
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Europeans unsettled by ‘humiliating’ spectacle 


By Our international staff 


The Germans appeared more 
interested in it than in their 
imminent and very impor- 
tant general election. The 
French were outraged by the 
"sexual McCarthyism" of it. 
The Russians made lewd 
remarks about the "vigour" 
that contrasted with the 
frailty of their president. 
And the British, os always, 
tried to have it both ways. 

“Clinton tortured, humili- 
ated." read the headline in 
Bild. Germany’s biggest sell- 
ing daily, in its report on the 
televised testimony of Presi- 
dent Bill Clinton about his 
relationship with former 
White House intern Monica 
Lewinsky. 

The Hamburger Morgen- 
post reacted to the broadcast 
by publishing two empty 
pages in its politics section 
with the caption "Clinton's 


porno testimony - we have 
had enough”. In a commen- 
tary, the paper explained it 
had decided not to take part 
"in this height of mud-sling- 
ing”. 

However, the conservative 
Frankfurter Allgemeine Zei- 
tung, Germany's most influ- 
ential newspaper, said Mr 
Clinton had proven in a 
shameless way that he was 
unworthy or his office. 

Politicians from all parties 
condemned the broadcast 
and attacked German televi- 
sion channels for showing 
extracts. Chancellor Helmut 
Kohl told journalists that 
the affair made him “want to 
puke". 

Oskar Lafontaine, chair- 
man of the opposition Social 
Democrats, said the broad- 
cast was "disgusting and 
revolting" and presented an 
Infringement on the presi- 
dent's "elementary rights". 


Antje Vollmer, member of 
the Green party and vice 
president of parliament, 
called on Germans to demon- 
strate in front of the US 
embassy to protest against 
the "violation of human 
rights of the president and 
his family". 

A phone-in poll or 20,000 
viewers conducted by the 
RTL television channel 
showed 87.4 per cent were 
opposed to Mr Clinton 
resigning. 

In Paris the tone had been 
set over recent weeks by 
senior officials and commen- 
tators who branded the Starr 
investigation as a “new form 
of McCarthyism". 

Lionel Jospin, the prime 
minister, called for the need 
for everyone to observe a 
"sense of self-respect on the 
other side of the Atlantic”. 

While Le Monde had cho- 
sen to publish the findings of 


the Starr report in full - and 
received considerable reader 
abuse for so doing - the 
newspaper yesterday opted 
for a selective analysis of the 
tapes. 

The main TV channels dis- 
missed as distasteful voyeur- 
ism the showing of anything 
but heavily edited small 
extracts. They poured scorn 
on US networks which had 
bowed to competitive pres- 
sure to run the tapes in full 

The newspaper Liberation 
went furthest in its condem- 
nation of Congress with a 
front-page montage of Mr 
Clinton on video and a head- 
line “Until Nausea". The 
paper added that the video 
had revealed nothing new 
except confirm the Republi- 
cans' determination to top- 
ple the president 

In similar vein the right- 
wing Le Figaro attacked the 
political motivation of the 


release of the video and the 
cavalier disregard ’ for the 
serious problems in the 
world outside that required 
American leadership. 

The paper added: “In 
demanding future presidents 
to have a past as pure as 
choirboys, the choice of can- 
didates for the White House 
has been seriously 
restricted.” 

An opinion poll published 
yesterday revealed that 87 
per cent of French people 
were against Mr Clinton 
resigning. 

In Britain, the country's 
loud tabloid newspapers, 
which have provided exhaus- 
tive coverage of the affair, 
devoted up to a quarter of 
their pages to the tapes. But 
even those most critical of 
the president admitted to 
some concern over the 
nature of his ordeal by 
video. 


The Sim. the top-selling 
British paper, offered 13 
pages on what it described 
as the "greatest humiliation 
in American history”. But 
the paper, which has been 
predicting Mr Clinton's 
demise since January, con- 
ceded it was unclear what 
the impact would be. In its 
editorial column, the paper 
said: “It scares us that the 
American people seem pre- 
pared to let him get away 
with it.” 

The Mirror said that if Mr 
Clinton resigned he would 
have been forced out by “dis- 
graceful and undemocratic 
tactics”. However, the paper 
concluded that the world 
"cannot go on being led by a 
man who has been so hum- 
bled and humiliated”. 

A number of newspapers 
urged Tony Blair, the British 
prime minister, to put a bit 
more distance between him- 


self and Mr Clinton. But the 
prime minister's office con- 
tinued to insist that the pres- 
ident was “a good friend and 
ally” of Britain and would 
continue to get the prime 
minister's support. 

In Moscow, Natasha Gore- 
lova, a 27-year-old travel 
agent, said: “Do they not 
have anything better to do 
than make all this fuss 
about the president’s affairs? 
I wish we had their prob- 
lems. Our president drinks 
and forgets the names of the 
countries he goes to visit, 
but we still say nothing.” 

A police guard outside the 
US embassy in Moscow said: 
“If Yeltsin had slept with a 
woman he would get elected 
for a third term.” 

Reports by Robert Graham m 
Paris. Tobias Buck in Bonn. 
David Wighion in London 
and Arkady Ostrovsky in 
Moscow 


APEC DEMONSTRATIONS CANADIAN PM_ A CCUSED OF DIRECTING POLICE TO HIDE SUHARTO PROTESTERS 

Chretien under fire over crackdown 



Foreign 

cash 

inflows 

‘strong’ 

By Richard Lap per, 

Latin America Editor 


Latin America is continuing 

to attract strong flows of for- 
eign direct investment in 
spite of instability on inter- 
national financial markets, 
according to ;t report to be 
published this week. 

The region absorbed more 
than S40bn in foreign direct 
investment (FDD in 1997 and 
similar levels or nows have 
continued this year. 

“Long-term capital is still 
flowing” said Jaime Crlflpi 
of the Institute Tor Europe- 
an-Latin American Relations 
(Irela). which jointly pub- 
lished the study with the 
Inter-American Development 
Bank. 

“A short-term cyclical 
downturn in growth will not 
have a major impact, 
although it could lend to pro- 
jects heing postponed nud 
delayed.” said Peter West, 
chief economist at UBV 
Securities and one of the 
authors of the repur t. 

Last year’s total invest- 
ment amounted to 15 per 
cent of overall capital flows, 
compared with # i per cent in 
i960 and 38 per cent in 1990. 
according to the study. 
Between 1995 and 1W7. total 
inflows of FDI covered Just 
under 90 per cent of the 
region's current account def- 
icit. 

The study highlights a 
revival in British investment 
in Latin America during the 
1990s. The removal of barri- 
ers preventing investment in 
the financial and energy sec- 
tors had been a particularly 
Important factor, since UK 
companies had competitive 
advantages in these areas, 
said Mr West. 

Latin America's share of 
total UK foreign direct 
investment has risen from 
2.4 per cent of tile total at 
the end of the liWOs to 3.7 
per cent in the period 
between 1991 and 1998. In 
1996. however. Latin Ameri- 
can attracted 7 per cent of 
all British FDI. 

Spanish hanks nnd utility 
companies have been among 
the most active investors in 
Latin America in recent 
months but - at least until 
the end of 1996 - British 
companies were .the most 
active European investors. 

In 1996 UK companies 
invested S2.4bn. compared 
with $2.3bn by French com- 
panies and S2.16bn by Span- 
ish companies. 


Caracas 
to cut 
budget 
again 

By Christina Hoag In Caracas 


A protester at last year's Apse summit hides behind a bamboo 
partition to represent the pDght of the oppressed AP 


By Edward Akten In Toronto 

Jean Chretien, the Canadian 
prime minister. Is under are 
in the House of Commons 
over allegations about his 
role in the crackdown 
against protesters at last 
year’s summit of the Asia- 
Pacific Economic Co-opera- 
tion forum in Vancouver. 

Since parliament recon- 
vened on Monday, Mr Chre- 
tien has faced a barrage of 
questions from opposition 
politicians over documents 
that appear to show the 
prime minister's office 
directed police to keep dem- 
onstrators out of sight in 
order to spare Suharto, 
Indonesia's former president, 
from public embarrass 
ment 

Dozens of students were 
beaten, laced with eyfrsting- 
ing pepper spray and hauled 
off to jail an the final day of 
the November summit meet- 
ing when they tried to 
breach a fence that kept 
them from being seen or 
heard by the is leaders meet- 
ing nearby. 


Documents made public 
recently show the Canadian 
government feared Mr 
Suharto would refuse to 
attend the summit because 
of expected protests by 
human rights activists. 

Indonesia had warned 
Canada that he would stay 
at home unless the presi- 
dent. who had been con- 
fronted by protesters during 
a visit to Germany in 1995, 


office are likely to emerge as 
part of a public inquiry Into 
the police actions scheduled 
to start next week. Opposi- 
tion parties are clamour 
ing for a full judicial in 
quiry. 

What is already clear, 
however, is that police 
believed their task at Apec 
was to keep any demonstra- 
tors well out of sight of the 
leaders. 


motorcade arrived. 

Mr Jones is suing the 
police for breach of his con- 
stitutional rights, a case 
scheduled for trial next year. 
Joseph Arvay, a lawyer for 
Mr Jones, charges that the 
prime minister's office 
"directed the RCMP not for 
security reasons but for 
political reasons”. 

The police themselves 
were not entirely comfort- 


‘Prime minister trampled on the political rights of 
Canadian citizens in order to protect some Asian dictator’ 


was shielded from the dem- 
onstrators expected to 
attend the event. 

In response, the docu- 
ments indicate that Mr Chre- 
tien personally assured 
Indonesia's ambassador to 
Canada, Benjamin Parwoto, 
that Mr Suharto would not 
be embarrassed and would 
not see any large demonstra- 
tions. 

Further details on the 
orders from Mr Chretien’s 


In one incident, Craig 
Jones, a law student, was 
arrested, handcuffed and 
jailed for 14 hours because 
he refused to take down 
three signs along the lead- 
ers' motorcade route that 
said “free speech, democracy 
and human rights”. 

Police told him the signs 
were illegal because they 
were outside the "designated 
protest area”. The signs 
were removed before the 


able with the task. In one 
e-mail discusstng ways of 
keeping protest banners 
from being seen by the lead- 
ers, a top police official says 
that “the banners are not a 
security issue. They are a 
political issue ... IT they are 
not going to be permitted, 
what fs the authority for 
removing them and who is 
going to do it?” 

In tough questioning in 
the House on Monday. Pres- 


ton Manning, opposition 
leader, charged that the 
prime minister "tramplefd] 
on the political rights of 
Canadian citizens in order to 
protect some Asian dicta- 
tor". 

Mr Chretien deflected 
most of the questions, saying 
they should be dealt with by 
the public inquiry. 

The Inquiry is also expec- 
ted to raise questions over 
why Canada allowed Mr 
Suharto’s personal body- 
guards to carry concealed 
guns during the summit, e 
sharp reversal of Canada’s 
previous refusal to allow 
most foreign security 
guards to carry weapons in 
Canada. 

In one of the meetings 
with Canadian police, Indo- 
nesian officials asked what 
would happen if one of the 
bodyguards "pulled his gun 
and shot someone during the 
visit”. 

“They were told . . . such a 
situation would not be toler- 
ated. and to keep their guns 
out of sight," the police 
memo says. 


The Venezuelan government 
is to cut S1.37bn from its 
budget for the rest of the 
year in a third effort to close 
a fiscal deficit caused largely 
by low oil prices. 

Maritza Izaguirre. finance 
minister, said late on Mon- 
day that tax revenues were 
5515m lower than expected 
for the year because of the 
economic slowdown, while 
the oil price fail had reduced 
income by S952in. 

Venezuela has already 
slashed $4bn from its budget 
this year. 

The new round of cuts will 
be effective for the last quar- 
ter. as well as early next 
year as this year’s budget 
will be rolled over into 1999. 
Congress failed to adopt a 
new spending plan before it 
adjourned this month. 

Mrs Izaguirre said meet- 
ings would be held this week 
to determine exactly whore 
the cuts would be made. 
However, education would 

suffer a $24Sm cut. while cul- 
ture would be pruned bv 
513m. 

Subsidies to various insti- 
tutions would he cut by 
S2.5m. 

“We are looking Jnto how 
much we can cut, but the 
fall in income from oil is 
important because the real- 
ity is that we have sold nil 
for less than SI1 a barrel for 
a good part of the year and 
to arrive at $11.50 per barrel 
[the price on which the gov- 
ernment has based Its 
income project ions ], we're 
hoping for a rise In crude 
prices for the rest of the 
year.” she said. 

Venezuela relies on oil for 
about 60 per cent of its 
spending. 

Mrs Izaguirre said that if 
international capital market 
conditions improved, the 
government could issue a 
$l00m-$i50m public debt 
bond by the end of the vnar. 
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WORLD TRADE 


BANANA DISPUTE 


US and EU clash 
at WTO meeting 


China cuts off foreign telecom investors’ hopes 


James Kynge explains the likely impact 
of Beijing's proposal to restrict entry 
to a potentially enormous market 


By Frances Wifflams in Geneva 


The US and European Union 
yesterday exchanged recrim- 
inations alter failin g to agree 
procedures for resolving 
their dispute over the EU*s 
banana import regime. 

EU officials accused Wash- 
ington of “legal harass- 
ment.” US officials. at a 
meeting of the World Trade 
Organisation's dispute settle- 
ment body, criticised the 
ElTs “delaying tactics" in 
refusing the early reconven- 
ing of a WTO panel to exam- 
ine EU plans for changing 
the regime. 

The WTO has given Brus- 
sels until the beginning of 
next year to bring its import 
system for bananas into line 
with international trade 
rules. The world trade body 
ruled last year that the pres- 
ent system, which favours 
bananas from African, Carib- 
bean and Pacific (ACP) coun- 
tries, unfairly discriminated 
against producers and dis- 
tributors of Latin American 
bananas. 

EU ministers approved 
changes to the system in 
June but the US and the five 


Latin American countries 
that brought the original 
WTO complaint say the new 
regime is just as discrimina- 
tory as the old one. 

WTO procedures for han- 
dling disputes over compli- 
ance with WTO rulings have 
never been tested and are 
sufficiently vague to leave 
plenty of room for differing 
interpretations. 

Washington argues that 
they permit the original 
panel to rule beforehand on 
whether the proposed 
changes are WTO-consistent. 
If they are not, the US and 
its co-complainants would be 
entitled after January l to 
seek compensation or 
authorised retaliation for 
lost trade. 

Brussels, which maintain* 
that the revised regime is 
fully in compliance with 
WTO rules, originally said 
any panel request could not 
be made until January. It 
has now relented but contin- 
ues to insist that the normal 
dispute procedures be fol- 
lowed. including a lengthy 
consultation period before a 
pane! can be established. 

US and EU officials met 


Makers of I Iberia set 


new-style to join 
video to Oneworld 


step up 
output 


airline 

alliance 


By Alice Rawsthom 
h London 


By Tom Bums in Madrid 


Matsushita, the Japanese 
consumer electronics group, 
and Philips of the Nether- 
lands both intend to step up 
production of DVD-Video 
systems, the compact disc 
version of the video cassette, 
by opening new manufactur- 
ing plants. 

The two companies, like 
their competitors, currently 
manufacture DVD-Video 
hardware at plants near 
their corporate headquar- 
ters. Matsushita makes its 
players in Japan, and Philips 
in Belgium. 

Consumer demand for 
DVD-Video hardware and 
software - which went on 
sale in Japan in 1996, North 
America the following year, 
and in Europe early this 
year - is now rising rapidly. 
Matsushita recently started 
assembling players In China, 
and plans to start full-scale 
production there next year. 
Philips is considering 
proposals to do so In 
Singapore. 

Both the electronics and 
entertainment industries 
have invested heavily in 
DVD-Video, hoping it will 
become a mass-market prod- 
uct to replace the video cas- 
sette, just as audio-CDs took 
over from vinyl and cassette 
tapes in the 1980s. 

The early development of 
DVD-Video systems was 
clouded by rows over tech- 
nology and software stan- 
dards. Initial sales fell below 
expectations in both Japan 
and North America. How- 
ever, sales have increased 
sharply this year, as the 
price of players has fallen (to 
less than $400 in the US) and 
the Hollywood movie studios 
have made more films 
available on the new 
discs. 

Matsushita estimates that 
sales of DVD-Video players 
have risen from im last year 
to 3m this year. It expects 
that sales will reach more 
than 5m in 1999 and that by 
2002 one out of every 10 US 
and Japanese homes will 
own at least one DVD-Video 
system. 

The decision by Matsush- 
ita and Philips to start vol- 
ume production of DVD- 

video reflects their confi- 
dence in its commercial 
potential. 

Electro nics manufacturers 
typically start manufactur- 
ing new products at con- 
trolled plants to enable them 
to tackle any technical prob- 
lems which may arise. Using 
such plants also keeps costs 
down until the company is 
convinced there is sufficient 
consumer demand to justify 
the expense of starting vol- 
ume production. 

Some new products never 
succeed In going into volume 
production, notably digital 
compact cassette (DCC), the 
miniaturised audio cassettes 
developed jointly by Matsus- 
hita and Philips. DCC 
remained in controlled pro- 
duction after its launch in 
the early ISOs, but demand 
was so low that Matsushita 
stopped manufacturing it 
last year. 


Iberia of Spain is likely to be 
one of the first non-aligned 
carriers to join Oneworld, 
the new five-airline global 
alliance led by British Air- 
ways and American Airlines. 
The coopting of Iberia is 
expected to follow final 
agreement over the acquisi- 
tion of ID per cent stakes in 
the state-owned airline by 
BA and the US airline. 

Pedro Ferre ras, chairman 
of Sepi, the government 
holding company which 
owns Iberia, said yesterday' 
that “only minor problems" 
over the equity purchases 
remained and that he 
believed these would be 
solved “in a matter of 
days". 

He said there had already 
been agreements with the 
two carriers over pricing 
Iberia’s equity and on code- | 
sharing arrangements, the j 
system that allows air li nes 
to sell seats on each other's 
flights, with BA. Iberia 
already co-ordinates fre- 
quent flyer programmes, one 
of key features of the One- 
world alliance, and code 
share services with Ameri- 
can. 

The equity sale will be the 
first stage in Iberia's privati- 
sation and will make BA and 
American reference share- 
holders in the Spanish car- 
rier. Sepi aims to complete 
the disposal in the first half 
of next year with a public 
share offer of metre than 50 
per cent of the airline’s 
equity. 

Iberia, which has been 
negotiating its links with BA 
and American since July last 
year, would bolster the Euro- 
pean and Latin Am erican 
dimension of Oneworld, 
which groups Cathay Pacific 
of Hong Kong, Canadian Air- 
lines and Qantas of Austra- 
lia with BA and American. 

The Spanish carrier's co- 
opting by Oneworld is under- 
stood to be of specific impor- 
tance to American, which 
shares with Iberia extensive 
interests in Latin America as 
well as equity stakes in 
Aerolineas Argentines. 

The prospect of enlarging 
the Oneworld alliance came 
as Iberia announced the 

order of 11 Airbus A340 air- 
craft, worth Slim, to renew 
its long-haul fleet. Xabier de 
Irala, Iberia’s chairman, said 
the order depended on sign- 
ing a new wage and produc- 
tivity agreement with 
Iberia's 1,200 pilots. 

"Iberia doesn't need the 
new aircraft if it cannot 
operate them competitively,” 
Mr de Irala said. Iberia's 
pilots have threatened a 
strike unless they get a 19 
per cent pay rise by Decem- 
ber 15. They have blocked 
the carrier's attempts to hire 
150 pilots on lower salaries. 
Iberia placed a 5bn order 
with Airbus in February for 
76 short- and medium-haul 
aircraft. 

Mr de Irala said he had 
chosen the A34Q, in prefer- 
ence to Boeing's 777, in order 
to cut maintenance and pilot 
training costs by concentrat- 
ing on a angle supplier. 



before yesterday’s meeting, 
which was delayed for sev- 
eral hours, to try to hammer 
out a compromise but with- 
out success. The issue will 
come up again at the next 
dispute settlement body 
meeting on October 21. 

• The dispute settlement 
body yesterday set up a 
panel to rule on an EU com- 
plaint against US tax breaks 
for so-called Foreign Sales 
Corporations which Brussels 
claims constitute illegal 
export subsidies. 

However, the US blocked a 
first request by the EU and 
Japan for a panel to investi- 
gate sanctions imposed by 
the US state of Massachu- 
setts on companies doing 
business with Burma. Under 
WTO rules, a panel will have 
to be established if requested 
again at the next meeting of 
the dispute settlement body. 

The US also threatened to 
return to the WTO over Can- 
ada's apparent intention to 
introduce legislation that 
will discriminate against 
imported magazines, at the 
gqrri** time as discon tinuing 
measures ruled illegal by the 
WTO last year. 


T elecoms companies are 
pressing China to recon- 
sider plans to curtail for- 
eign investment in the 
world's fastest growing tele- 
coms services market. 

The proposal threatens 
about tlAbn invested by for- 
eign companies in about 23 
GSM mobile telephone pro- 
jects. according to US Com- 
merce Department figures. 
But in the wider analysis, it 
also throws into jeopardy 
the China expansion plans of 
many large telecoms compa- 
nies which have spent years 
positioning themselves to 
profit from China's enor- 
mous potential. 

The plan is contained in a 
draft decree and has been 
conveyed verbally by senior 
Chinese officials to telecoms 
executives and foreign 
embassy staff. It relates to 
the so-called “Chinese- 
Chinese-foreign” (CCF) 
investment format, by which 
foreign companies have cir- 
cumvented a prohibition on 
direct equity participation in 
telecoms operations. 

The practice allows for- 
eigners to derive revenue 
from telecoms services with- 
out equity participation by 


means of a mix of manage- 
ment contracts, equipment 
leasing, consulting and 
licence royalties. 

Executives from several 
large European and US tele- 
coms companies said that 
embassies in Beijing have 
promised to raise their griev- 
ances with the Chinese gov- 
ernment. David Aaron, the 
US under secretary of com- 
merce, who is in China on 
an official visit, was 
expected to raise the 
issue with senior Chinese 
officials. 

“This is a very serious 
issue. If they shut down this 
type of legitimate foreign 
investment, then alarm bells 
will start ringing throughout 
the investment community.” 
said one foreign diplomat. 

The penetration rate in 
this country of l-Sbn people 
was 7.4 per cent last year, 
with 24 per cent in cities. 
The target is for 10 per cent 
nationwide by 2000. with 
30-40 per cent in cities. The 
total number of cellular sub- 
scribers rose beyond 12 m by 
the end of 1997 and is expec- 
ted to reach 35m by 2000, 
analysts said 

Most such CCF deals were 


made in the field of mobile 
telephony with China Uni- 
corn. the second Chinese car- 
rier after China Telecom, the 
dominant player which still 
has a virtual monopoly in 
fixed line services. 

Although the CCF deals 
were executed within a 
recognised legal vacuum, 
they have nevertheless won 
open endorsement from sev- 
eral top officials and were 
backed by contracts, many 
of which envisaged 

long-term cooperation. 

The foreign companies 
which have entered such 
investments include Deut- 
sche Telekom, France Tele- 
com. Sprint. NTT Interna- 
tional, Sumitomo Bank and 

Bell Canada. 


F rance Telecom's GSM 
projects in two cities in 
the booming southern 
province of Guangdong illus- 
trate that foreign companies 
stand to lose more in future 
prospects than in current 
revenues. The company has 
spent only S60m or a planned 
$3S0m investment that was 
designed to reap its greatest 
returns toward the end of 
the projects' life. 

But even with building 
international pressure, it 
may not be easy to convince 
China to drop the proposal. 
Diplomats and telecoms 


executives said that Zhu 
Rongji, the premier, sup- 
ports the plan, which was 
the main recommendation of 
a commission comprising 
five top government bodies 
that has been in delibera- 
tions since the spring. 

A more fruitful focus of 
discussion, said telecoms 
executives, could be how 
China should compensate 
companies engaged in CCF 
deals. One method being pro- 
posed is that Unicom or 
other Chinese companies 
buy out the foreign interests. 
This, however, raises the del- 
icate issue of whether for- 
eigners should be compen- 
sated for lost opportunity as 
well as for the amount 
invested. 

Another suggestion is that 
all foreign interests are 
grouped together into a gen- 
eral fund, which still sup- 
plies Unicom with capital 
and continues to reap a per- 
centage of the company’s 
revenues. 

Foreign companies and 
governments are also expec- 
ted to ask China to spell out 
a clear programme for mar- 
ket access - probably linked 
to Beijing’s intention to Join 
the World Trade Organisa- 
tion - so that confusions 
may be avoided in future. 

Under its current WTO 
offer. Beijing has pledged to 


open paging services on join- 
ing, and mobile telephony 
and "value-added” telecoms 
services such as data trans- 
mission within five years. 
Foreign operators would be 
limited to a 30 per cent stake 
for value-added services and 
a 25 per cent stake for 
paging or mobile services. 
Chinese officials have 
said. 

Aside from the consider- 
ations of foreigners, the pro- 
posal may deal a critical 
blow to Unicom, and damage 
the cause of greater competi- 
tion for China Telecom. Uni- 
com derived 72 per cent of 
its financing through such 
CCF deals, industry analysts 
said. 


The government commis- 
sion does, however, make 
provisions for Unicorn's sur 
rival. It recommends that 
domestic banks extend the 
company bank loans, and 
suggests that it be allowed 
to issue bonds and eventu- 
ally seek a stock market list- 
ing. officials said. 

But industry analysts said 
a separation of Unicom from 
the foreign know-how and 
technolog)' that have been 
its strengths would almost 
certainly render the com- 
pany frail in its competition 
for China Telecom, accord- 
ing to indust ry analysts. 


(* (a Geneva’s Private 


Bankers did not just 


improve the profession. 


They created it. s / 


W e, the Private Bankers of Geneva, are proud to have cre- 
ated, two centuries ago, a vocation that continues to brine 


V ¥ ated, two centuries ago, a vocation that continues to bring 
so much to this city and, very importantly, to our clients. As well 
as astute asset management, it comprises a level of personal ser- 
vice and respect for privacy that cannot be duplicated elsewhere. 
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“If it isn’t broken, don’t fix it” But what if you don’t know that it’s broken? 5 
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It’s time for clarity. 
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FATE OF LTCB LDP CLARIFIES STANCE OVER USE OF PUBLIC FUNDS IN ATTEMPT TO STOP POLITICAL ACCORD FROM UNRAVELLING HP ^ _ 
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Parties try to patch up Japan bank deal reta j n some 



By Mlchiyo Nakamoto In Tokyo 

Japan’s government and 
opposition parties yesterday 
scrambled to rescue their 
agreement on banking sector 
reform, as confusion over 
the deal spurred fears of fur- 
ther market turmoil and 
pressure on the banking sec- 
tor. 

The opposition parties 
agreed to start writing the 
agreement into legislation 
after the ruling Liberal Dem- 
ocratic party clarified that 


public funds would not be 
injected into the troubled 
Long Term Credit Bank 
(LTCB} of Japan but that the 
bank would be put under 
public administration. 

The LDP’s clarification, 
which comes after days of 
confusion over whether or 
not there was a deal, paves 
the way for revision and 
implementation of the bank- 
ing reform bills which are 
considered crucial in restor- 
ing confidence in Japan's ail- 
ing financial sector. 


“The issue concerning 
LTCB will be addressed 
within the framework" 
agreed last Friday, said 
Yoshihiro Mori. LDP sec- 
retary-general. 

Friday's deal had appeared 
to unravel after LDP leaders 
indicated their intention to 
inject public funds into 
LTCB in spite of the agree- 
ment that LTCB would be 
nationalised. 

Keizo Obuchi. Japan's 
prime minis ter, who was to 
present the banking reform 


plan to US President Bill 
Clinton in New York yester- 
day. added to the confusion 
by claiming that LTCB 
would not be allowed to fail 
but would be provided with 
public funds. 

Mr Obuchi also empha- 
sised the need far public 
funds to be made available 
to weak banks, although he 
confirmed that a Y13.000bn 
($97bn) fund already set up 
for that purpose would be 
abolished, as agreed with the 
opposition. 


“I t hink a scheme of cap- 
ital injection is necessary. 
Well h amm er out a financial 
stabilisation scheme to 
replace the YlS.OOObn pool 
under the current law 
because it will be abolished." 
Mr Obucbi said in New 
York. 

The opposition bad refused 
to co-operate in revising the 
banking reform bills without 
an unequivocal statement 
Cram the LDP on the issue of 
what to do with LTCB. The 
LDP. whicb does not have a 


majority in the upper house 
of parliament, needs opposi- 
tion co-operation to pass the 
legislation through the Diet. 

The attempts yesterday to 
patch over their differences 
came as concerns over the 
fate of the LTCB and other 
weak hanks put pressure on 
the yen. which fell against 
the US dollar. The Nlkket 
average, however, rose 1.4 
per cent to 13.789.81. 
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Car manufacturers reveal collapse in demand 


By Alexandra Harney in Tokyo 

Japan's big five carmakers 
yesterday revealed that a 
collapse in domestic demand 
combined with a downturn 
in overseas markets bad cut 
sales and output in August. 

Moody's, the credit rating 
agency, recently downgraded 
its debt ratings on nearly all 
of the big five because of 
tough conditions In Japan 
and Asia. 

Analysts said the figures - 
compared with the same 
month last year - were in 
line with expectations. 
Japan’s carmakers have 
struggled to respond to the 


Japanese big five automotive production and sales 
August 1888 
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drop In overall consumer 
demand - particularly for 
large items such as cars - by 
slashing production, increas- 
ing exports, and lengthening 
worker holidays to reduce 


inventories. But yesterday’s 
data indicated that this 
strategy’ was losing its effec- 
tiveness for some carmakers. 
The fall in domestic sales 
was overshadowed by a big 


contraction in exports, nota- 
bly for Honda and Toyota, 
which are considered among 
the most stable car compa- 
nies- Honda, Toyota, and 
Mitsubishi suffered the 
greatest declines in domestic 
turnover, although Mitsubi- 
shi was able to increase 
export volumes. 

Honda was the worst hit. 
Its sales in Japan were down 
13.1 per cent and as much as 
35.6 per cent overseas, com- 
pared with August last year. 
Toyota sales fell 10.7 per 
cent at home and 25 per cent 
overseas. 

Mitsubishi and Mazda cap- 
italised 00 the popularity of 


newly launched models and 
a surge in exports to the 
Middle East. Mazda's domes- 
tic sales were up S per cent 
in August, while exports 
grew 3.4 per cent. But the 
group’s sales in Japan since 
January have fallen 8 per 
cent, despite production cuts 
of 3.6 per cent. 

At Mitsubishi exports 
increased 3.5 per cent to 
46,871 units in August but 
domestic sales fell 7.6 per 
cent. 

Analysts said the deterio- 
ration in Japan's economy 
and the possibility of weaker 
US demand could further 
exacerbate the industry’s 


problems. Carmakers 
already have two to three 
months of inventory, which 
is double the normal levels, 
according to Goldman Sachs. 
Dealer inventories are also 
believed to be significant. 

Further production cuts 
would damage profitability 
unless the big five lowered 
their high labour costs, ana- 
lysts said. Domestic output 
is expected to fall about 6 
per cent year-on-year to 10m 
units in the year ending in 
March. “What happens if 
everything does hit the fan 1 
in the US is that we're , 
looking at a bankruptcy 
here," said one analyst 


Mahathir ‘had Sihanouk fails to make rivals 
no choice’ but agree to form new government 
to arrest Anwar tsssx-* 


By Sheila McNulty 
in Kuala Lumpur 

Mahathir Mohamad, 
Malaysia's prime minister, 
yesterday defended the 
detention of his sacked dep- 
uty, Anwar Ibrahim, and the 
violence meted out to those 
calling for reform, insisting 
he had no choice after riot- 
ing broke out 

The authorities had 
intended to arrest and 
charge Mr Anwar after com- 
pleting investigations into 
allegations he committed 
sodomy and other offences. 
But after Mr Anwar staged a 
rally without a permit' on 
Sunday leading to rioting. Dr 
Mahathir said police were 
forced to detain him under 
the Interna! Security Act 
(ISA), which allows deten- 
tion without trial. Deputy- 
home minister, Taiol Rosli 
Ghazali. said police would 
charge Mr Anwar as soon as 
possible this week to prevent 
further charges of injustice 
from being directed at Dr 
Mahathir. 

Two men have been jailed 
after confessing to permit- 
ting Mr Anwar to sodomise 
them. “I cannot accept a 
man who is a sodamist to 
become the leader of tbis 
country,'' Dr Mahathir said. 
Mr Anwar denies the 
charges and says those who 
confessed were tortured into 
doing so. Many Malaysians 
believe Mr Anwar's counter- 
charges that he is being tar- 
geted for becoming a rival to 
Dr Mahathir, who has led 
the country for 17 years. 

Thousands protested out- 
side the courthouse on Mon- 
day, in spite or being fired at 
with tear gas nnd water can- 
nons. One man ivas beaten 
with batons. 

Police said they arrested 


132 of Mr Anwar's support- 
ers and freed 107 on ball yes- 
terday. Most of the organis- 
ers or Mr Anwar's reform 
movement were taken In, 
leaving his wife. Wan Azizah 
Wan Ismail, in charge. Dr 
Wan Azizah said police have 
warned her against holding 
rallies, indicating they 
would detain her. leaving 
her six children without a 
parent. 

But she protested against 
charges that Mr Anwar's 
supporters were inciting vio- 
lence. Only several hundred 
followers remained of the 
10,000 who had sometimes 
filled her street to hear Mr 
Anwar speak a week ago. 

Dr Wan Azizah is an eye 
doctor, not a politician. But 
she insisted she would do 
what she could to press for 
reform. “The support is 
much more,'' Dr Wan Azizah 
said. “You can see the frus- 
tration building up. That's 
why the police have come 
twice to ask me to cool it 
down." 

Some supporters drove out 
of the capital to stage a rally 
but were intimidated there 
by riot police. Four non-gov- 
ernmental organisations 
launched a signature cam- 
paign calling for indepen- 
dence of the judiciary, as 
well as integrity of the attor- 
ney general and the police. 

“Once again, the ISA is 
being used to silence oppo- 
nents of the political leader- 
ship and to create a culture 
of fear." sold Aliran, a social 
rights group. “The move to 
detain politicians, academics 
and youth leaders who have 
opposed Prime Minister 
Mahathir Mohamad is 
clearly retrogressive and 
sends Malaysia further down 
the path of authoritarian- 
ism." 


By Ted Bardacke 
in Stem Reap, Cambodia 

Cambodia's political parties 
remain deadlocked over the 
formation of a new govern- 
ment despite a forceful plea 
from King Norodom Siha- 
nouk at a summit of the 
leading protagonists yester- 
day. 

The talks, held in the 
shadow of the majestic Ang- 
kor Wat temples, marked the 
first time since the coup of 
July 1997 and the disputed 
elections of July 1998 that 
leaders of the three main 
political parties had met. 

In the wake of more than a 
week of violent confronta- 
tions in the capital of Phnom 
Penh, the summit ratified an 
agreement by the parties to 
attend the first session of the 
National Assembly to be 
held tomorrow. 

But no progress was made 
on the make-up of a govern- 
ment. Hun Sen, strongman 
and coup leader, who was 
declared victorious in an 
election the fairness of 
which is questioned by the 
opposition, needs the sup- 
port of either the royalist 
Funcinpec party or Sam 
Rainsy's party to be declared 
prime minister. 

"As far as the formation of 
a government administra- 
tion is concerned, we still 
have a long way to go." said 
Prince Norodom Ranariddh, 
the Funcinpec leader. 

Mr Rainsy. whose arrest 
was ordered by Hun Sen ear- 
lier tbis month and then 
cancelled, said: “I am under 
threat. This is coercion." Air 
Rainsy said. “Anything 
obtained, extorted, under 
duress is not valid." 

Royal insiders say King 
Sihanouk hectored the politi- 
cal leaders, first insisting 
that they form an all-party 
coalition, then saying that a 
two-party government was 
acceptable. He directed most 



Prince Norodom Ranariddh is greeted by supporters on his arrival yesterday at Siem Reap to attend 
talks on forming a government AP 


of his cajoling towards his 
son, Prince Ranariddh, who 
did little to help his cause by 
arriving at the meeting 30 
minutes late. 

Many Funcinpec leaders 
are wary of an .alliance with 
Mr Hun Sen, after their pre- 
vious coalition with him was 
ended by last year’s coup, 
which ousted Prince Ranar- 
iddh. In addition, the bulk of 
the party's urban support 
would feel betrayed by a 
deal with Mr Hun Sen. 
whose removal they were 
demanding in daily clashes 
with police earlier this 
month. 

At least 16 bodies - at 
least two of them thought to 
be monks - have been found 


dumped around the capital 
since the demonstrations 
ended. Some of the bodies 
showed obvious signs of tor- 
ture and execution-style kill- 
ings. 

Prince Ranariddh said the 
investigation of these deaths 
was crucial to resolving the 
deadlock; not one person has 
been arrested for either the 
100-plus extra-judicial kill- 
ings following last year’s 
coup or the dozens left dead 
in a grenade attack on Mr 
Rainsy last March. 

Mr Hun Sen showed little 
sign of flexibility yesterday, 
refusing to speak to the 
press and ordering his 
guards to break up an incipi- 
ent peace march by Buddhist 


monks in the capital. 

He has also put an over- 
seas travel ban on all opposi- 
tion MPs, which diplomats 
say is an attempt to force 
them to attend parliament. 

• Renters adds from JPhnom 
Penh: Amnesty International 
yesterday called on the inter- 
national community to 
speak out against what it 
described as a new wave of 
human rights abuses in 
Cambodia. 

“The latest violations are 
the consequence of near 
total impunity for authori- 
ties who abuse their power, 
reinforced by the complidt 
silence of the international 
community.” the UK-based 
human rights group said. 


Hong Kong property market feels the breeze of Asia’s crisis 


Louise Lucas 

looks at a growing 
desperation in the 
sector despite 
government efforts 

S lashed price tags, guar- 
antees against further 
falls and free BMWs: 
Hong Kong property devel- 
opers are trying it all, and 
still the bulk of those wooed 
to viewings of new flats (free 
Coca-Cola and meatballs 
included) are day trippers. 

The mounting desperation 
among the property develop- 
ers - who. along with banks, 
sustain two of the main pil- 
lars of Hong Kong's faltering 
economy - suggests that the 
government's recent panoply 
of measures has subdued but 
not eliminated the root prob- 
lem; high interest rates. 

"Clearly the worst is not 
over. We are not out of the 
woods yet," says Steven Xu, 
treasury economist at Stan- 
dard Chartered Bank. 

Deflation means that real 
interest rates are rising even 
if the headline level is 
unchanged, and the gap 


between rates in the inter- 
bank market, where banks 
access funds, and the prime 
rates which dictate lending 
rates had been widening up 
until early this month. 

The trend, interrupted by 
the government's move to 
bolster liquidity in the 
money markets, had been 
broadly upwards since last 
year. The focus now is on 
how long the respite can be 
sustained: volatility in mar- 
kets across the globe and a 
fragile confidence at home 
suggests the lower interest 
rates may be short-lived. 

That spells deepening 
gloom For the interest rate 
sensitive property and bank- 
ing sectors, already under 
pressure from weak demand 
and growing defaults. 

Three month Hibor (the 
Hong Kong interbank 
offered rate), the benchmark 
for corporate lending, was 
on a par or marginally above 
US rates in the first half of 
1997. testament to the cur- 
•rency peg which ties the 
Hong Kong dollar to the US 
dollar at the rate of 7.8:1. 

But investors began to 
question the link after other 


Asian currencies started to 
dismantle fixed exchange 
rates in July last year, and 
in the second half the aver- 
age premium over the US 
was around 300 basis points. 
By August of this year, that 
premium had risen to 800 
basis paints, according to 
Standard Chartered figures. 

Higher interest rates are 


asset prices and weak de- 
mand. which in turn rekin- 
dle doubts over the resil- 
ience of the peg and prompt 
more currency attacks. 

For the property barons, 
therefore, and the banks 
who serve them there has 
been limited comfort in the 
rising share prices. High 
interest rates are squeezing 


High interest rates squeeze margins 
and increase funding costs as credit 
agencies hover with downgrades 


the automatic response of 
the peg’s currency board, 
which backs every Hong 
Kong dollar with its US 
equivalent. Speculative 
attack, or capital flight, piv- 
ots interbank interest rates 
higher. 

The downside of the mech- 
anism. and one long 
exploited by speculators who 
have attacked the currency 
to reap gains from the stock 
market is that it continues 
to spiral; higher interest 
rates feed through to falling 


margins and - in another 
vicious circle - increasing 
their cost of funding again 
as credit agencies hover with 
downgrades. 

So far political consider- 
ations have ruled out a rise 
in prime rates. But Simon 
Maughan, head of Hong 
Kong research at Indosuez 
WI Carr, notes, banks lost 
money for three of the first 
six months of the year. 

The government's mea- 
sures in the money markets 
have helped eliminate some 


of the volatility and 
increases in interest rates, 
and three month Hibor has 
remained below prime lend- 
ing. But if that changes, 
sparking more defaults, he 
reckons banks will lose 
money over the year as a 
whole. 

Bad debts are already 
growing, and analysts 
reckon the proportion of 
non-performing loans could 
rise to as high as 8 to 10 per 
cent. Traditionally bad debts 
have been the preserve of 
trade finance, but as prop- 
erty prices plunge and provi- 
sions by developers burgeon, 
the mix is likely to broaden. 

Keith Irving, banking ana- 
lyst' at Merrill Lynch, calcu- 
lates that once property 
prices have fallen 70 per cent 
from the peak last June - a 
level forecast by several 
houses, including his own - 
the residential mortgage 
portfolio as a whole will 
have no equity left 

Homes bought at tbe peak, 
from where prices have now 
fallen some 50 per cent, are 
already in negative equity 
territory. This may have less 
impact on banks than the 


numbers suggest Mortgage 
delinquencies are tiny in 
Hong Kong, at between 0.3 to 
0.5 per cent of total mortgage 
loans. Even if this were to 
leap to 5 per cent, Mr Irving 
says, the necessary provi- 
sions would still be a rela- 
tively small 0.3 per cent of 
the total mortgage portfolio 
or 0.1 per cent of total lend- 
ing. 

Mortgage defaults are 
more likely to be triggered 
by unemployment, now at a 
15 year high of 5 per cent 
and rising, than negative 
equity concerns. If cashflow 
is no longer coming in, pay- 
ments may well stop, but 
homeowners are less likely 
to jettison their major asset 
simply because their equity 
has been eroded. 

Of more concern are corpo- 
rate defaults. These have 
already occurred among 
small companies, including 
retailers and property devel- 
opers. “For companies, it's a 
double whammy; bad ones ! 
won't be making repay- 1 
roents. but even good ones 
are struggling because they 
are struggling to find financ- ' 
ing." says Mr Irving. 


capital curbs 



By James Harding 
and Laura Tyson hr Taipei 

Taiwan is reconsidering 
plans for full liberalisation 
of international capital flows 
by the end of 2000 in the 
light of Asia's financial cri- 
sis, according to a senior 
official at the centra! bank. 

The Taipei government's 
renewed caution is further 
evidence of how exchange 
controls are regaining credi- 
bility in Asia after more 
than a year of financial tur- 
bulence has punctured 
regional economies. 

Shea Jia-dong, deputy gov- 
ernor of Taiwan's central 
bank, said in an interview: 
“When we established the 
goal [of liberalisation in 
2000], there was no such 
thing as Asia's financial cri- 
sis. but in tbe light of that 
crisis we have to consider 
whether to move to com- 
pletely free capital flows." 

Mr Shea said he had 
“some sympathy with Malay- 
sia" and other countries that 
have recently reimposed stiff 
controls on capital flows, 
although Taiwan had no 
plans at present to take simi- 
larly' stringent measures. 

Taipei will press ahead 
with liberalisation of its 
financial markets for foreign 
portfolio investors as prom- 
ised by the end of 2000. a 
measure whicb is a prerequi- 
site for Taiwan's accession 
to the World Trade Organi- 
sation. he said. 

But. In a signal of the 
Taipei government's grow- 
ing reluctance to push ahead 
with the complete liberalisa- 
tion of foreign exchange on 
the capital account. Mr Shea 
said Taiwan was now 
unlikely to lift all controls 
on capita] flows by the end 
of 2000. 

“When we talk about 2000, 
we are talking about phasing 


out restrictions on foreign 
investors in the stock mar- 
kets. We are not talking 
about phasing out capital 
controls." Mr Shea said. 

Taiwan maintains selec- 
tive controls on capita] 
flows, such as a $5m ceiling 
on the amount of money 
individuals can remit in and 
out of the country. Earlier 
this year, the central bank 
imposed new curbs on for^ 
eign exchange, cutting off 
speculators' access to the 
local doTIar by restricting 
trade in non-delivery for- 
ward contracts. 

Mr Shea suggested that, 
for example, the $5m limit 
on remittances would be 
retained after 2000. 
“Although we are moving in 
the direction of financial lib- 
eralisation, we adopt a grad- 
ualist approach. We move 
very slowly, very cau- 
tiously. . . The Asia crisis 
has reaffirmed our 
approach." 

Taiwan's currency has 
depreciated by roughly 20 
per cent over the last year. 
Still, the island has boasted 
one of the best-performing 
economies in Asia this year 
- the central bank now fore- 
casts around 5 per cent 
growth for 1998 - and tbe 
currency has been relatively 
stable since the bar on 
domestic trade in non-deliv- 
ery forwards was introduced 
earlier this year. 

Mr Shea also called on the 
Group of Seven industria- 
lised countries to regulate 
the participation of hedge 
funds and the movement of 
“international hot money” 
on world currency markets. 
“The massive flows in inter- 
national capital markets 
have done much to damage 
international society. . . some 
regulation of the flow of 
money from hedge funds 
should be considered." 


VL 


NEWS DIGEST 


GOVERNMENT INVESTIGATION 

Funds shortfall found in 
Brunei Investment Agency ^ 

Brunei has announced the discovery of widespread 
misappropriation of funds from the Brunei Investment 
Agency, which manages the sultanate's overseas assets. 

Prince Jefrt, the disaffected younger brother of the Sul- 
tan, was stripped of control of the agency earlier this year, 
when reports of financial mismanagement emerged. He 
insists he did nothing wrong and is the victim of a plot by 
Moslem conservatives with an “unhealthy Influence" over 
the Sultan. 

The Sultan launched an investigation, which his office 
now reports discovered that an undisclosed amount of 
money was directed toward private projects and property 
purchases, as well as to private individuals and compa- 
nies. The government did not give names in its statement 
but clearly implicated Prince Jefri. Since the investigation 
began, ft said misappropriation ceased, creating financial 
shortages In the companies owned by Prince Jefri’s Ame- 
deo construction company, as well as related companies. 

Brunei said a team of senior government officials and 
foreign professionals were continuing to investigate “to 
recover the large sums of money used" and determine 
appropriate measures. Sheila McNulty, Kuala Lumpur 

AUSTRALIAN ELECTION 

Labor holds lead in polls 

Australia's opposition Labor party has maintained a narrow atijj 
lead over the conservative coalition of John Howard, the T? 
prime minister, in the lead-up to October 3 general elec- 
tions, according to opinion polls published yesterday. In a 
contest tipped for a photo-finish, Labor polled 43 per cent, 
ahead of Mr Howard’s Liberal-National coalition with 42 
per cent In the latest Newspoll. Australia's most compre- 
hensive survey of political sentiment. 

Support for One Nation, the populist party led by Inde- 
pendent MP Pauline Hanson, continued to slide, falling 
another percentage point from earlier this month to 6 per 
cent from its high of 13 per cent in July. Labor needs an 
extra 27 seats in the 148-seat lower house, representing a 
uniform swing of 3-7 per cent, to unseat Mr Howard's 
coalition. Gwen Robinson, Melbourne 

PAKISTAN ECONOMY 


IMF loan deal in sight 

Pakistan and the IMF are working towards finalising a new 
loan agreement by the weekend, to stave off Islamabad's 
impending foreign debt crisis, senior government officials 
said yesterday. A meeting between Nawaz Sharif, the 
prime minister, and Bill Clinton, file US president in New 
York this week, gave an impetus to the negotiations they 
added. ' 

The size of a new loan is still not dear. Pakistan is trying 
to put together a package of loans worth $4bn-$5Dn in the 
financial year to next June. Farhan Bokhari, Islamabad 

HONGKONG TELECOM 

Salary cuts abandoned 

Hongkong Telecom yesterday bowed to pressure over 
plans to cut staff salaries by 10 per cent saying it would 
Instead return to the negotiating table and explore alterna- 
tive cost-saving measures. 

The move marks a victory for the 13,800 workers at 
Hongkong Telecom, the territory's dominant carrier and 
one of Its biggest employers. The government was quick 
to welcome Hongkong Telecom's standown, which came 
after five days. of protests involving rallies, chanting and 
petitions. Louise Lucas, Hong Kong 
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What does it take 

to deliver results to 

■ 

your industry today? 

Intensity. 

At BankAmerica we have teams of experts solely dedicated to understanding your 
industry. Our knowledge and experience — together with our tremendous capital 
resources and broad product capabilities — enable us to create superior solutions for 
clients around the world. We are an acknowledged leader in numerous industry sectors, 
including: 

Technology: 

• Completed $10.9 billion in syndicated loans* 

• #2 agent-only volume 1 

Entertainment and Media: 

• Completed $16 billion in syndicated loans 1 * 

• #1 agent-only volume and deals* 

Energy: 

• $15 billion in commitments 

• #3 in agent-only oil & gas volume for syndicated loans * 

Healthcare: 

• $5 billion in commitments 

• #1 in agent-only volume for managed care syndicated loans* 

Real Estate: 

• Completed $4.6 billion in syndicated loan transactions* 

• #3 in number of real estate syndications* 

Looking forward, our pending merger with NationsBank will enable us to offer our 
clients even -more.** 

Aerospace and Defense • Automotive • Chemicals • Construction and Engineering- • Energy • Entertainment and 
Media • Financial Institutions • Food and Agribusiness ■ Healthcare • Insurance • Leasing and Transportation • Paper 
and Forest Products • Real Estate • Retail • Securities and Commodities • Technology • Telecommunications * Utilities 


BankAmerica 

www.bankamerica.com 
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CREDIT CARDS QUARTER OF WORKFORCE TO GO IN DRIVE TO MAINTAIN LEADERSHIP OF MARKET 


Barclaycard to shed 1,100 jobs 


By Christopher Brnwn-H limes 
and Juliet Jowlt 


Barclaycard is to cut 1.100 
jobs - a quarter of its work- 
force -in a drive to cut costs 

and main Lain its leadership 
of the £R0bn (S99bn) UK 
credit card market in the 
face of intense competition. 

The announcement will 
add to gloom about the UK 
economy, as it shows job 
losses spreading from manu- 
facturing to sendees. 

Barclaycard, which has 
6.5m customers owning 9.4m 
cards, was the first credit 
card to be launched in 
Europe, in 1966. 


But its market share has 
fallen from 33 per cent to. 28 
per cent over the past five 
years as a wave of new 
entrants have challenged the 
traditional surpremacy of 
domestic banks. Whereas 
there were only 40 different 
cards in issue in 1990. today 
there are more than 1,200. 

US banks, such as MBNA 
Capital One and People's 
Bank, have been the most 
aggressive, offering no-frills 
cards and lower interest 
rates than their rivals. Brit- 
ish supermarkets such as 
JSainsbury and Tesco have 
added to the competition. 

Barclaycard has responded 


The industry that 
fears brand loyalty 
going up in smoke 

John Willman reports on legal moves by 
UK cigarette manufacturers to overturn the 
EU directive banning tobacco advertising 


S triking a blow for free- 
dom of expression? Or 
pointless posturing by a 
well-heeled industry, causing 
unnecessary and damaging 
confusion? 

That will be tbe choice for 
the High Court in London 
wheD it considers the 
tobacco companies’ bid to 
overturn the European 
Union ban on advertising in 
the next few months. 

Four big UK manufact- 
urers yesterday confirmed 
they would ask for the direc- 
tive to be referred to the 
European Court of Justice in 
Luxembourg for a declara- 
tion that it is illegal and vio- 
lates several principles of 
European law. 

British American Tobacco. 
Gallaher. Imperial Tobacco 
and Rothmans - which 
account for more than 90 per 
cent of the £l2bn ($19.Sbn) 
annual UK cigarette market 
- say their basic rights have 
been violated. 

"The ban is totally unjust- 


ified." says David Swan, 
chief executive of the 
Tobacco Manufacturers' 
Association, who is speaking 
on behalf of the four compa- 
nies. “According to legal 
experts, including the Euro- 
pean Parliament's legal 
affairs committee and the 
European Council's own 
legal advisers, they do not 
have a sound basis in law." 

But tbe European Commis- 
sion is certain it can defend 
the directive. 

It added that while tbe 
council’s legal advisers bad 
opposed an earlier and “radi- 
cally different" draft or the 
directive, they had backed 
the final version - as had 
the Commission's advisers 
and the European Parlia- 
ment's. As for the parlia- 
ment's legal affairs commit- 
tee. it was made up of 
members of the European 
parliament rather than legal 
experts. 

The directive, approved in 
December by 11 of the 15 EU 


to the challenge by cutting 
interest rates and scrapping 
its annual fee for high 
spenders. But analysts said 
its standard interest rate at 
22.9 per cent was still higher 
than most competitors and 
its systems lagged behind 
new entrants. 

Steve Worthington, a card 
specialist at Staffordshire 
University, said: “The card 
industry is becoming 
Increasingly automated and 
competition is incredibly 
intense. Barclaycard is 
responding on both counts." 

The jobs will be shed over 
the next three years as the 
company invests £30m in 


UK smokers 

16 ysara aid oktor (% of population} 
50 : 


systems to improve cus- 
tomer service and efficiency. 
The cuts will fall most 
heavily on the group's 
Northampton headquarters 
in the English midlands, but 
centres in Birmingham, 
Manchester and north-west 
and north-east England will 
also be hit 

Bob Potts. Barclaycard 
chief executive, said the 
operation was still highly 
profitable with first-half 
profits up 23 per cent - or 45 
per cent before provisions - 
at £168m. “The competition 
is tough. The UK is the most 
competitive and open mar- 
ket in the world, apart from 


the US. and entry barriers 
are low." he said. “What we 
are trying to do today is set 
benchmarks for customer 
efficiency and cost efficiency 
that others will have to 
match.” 

The job losses raised fears 
for the future expansion of 
call-centre jobs, especially 
after the wave of manufac- 
turing redundancies. 

John Dickie, leader of 
Northampton's municipal 
authority, said the redun- 
dancies from tbe city's big- 
gest employer were a blow to 
the local economy. 
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The companies 
claim it is not 
clear that a ban 
on advertising 
will reduce 
smoking at all 


states, bans all “commercial 
communication" which aims 
to promote tobacco products 
or has that effect. By 2006, it 
will phase out all promotion 
- including direct mailing 
and sponsorship. 

The companies are chal- 
lenging it on several 
grounds, including incom- 
patibility with the principle 
of subsidiarity. It says the 
public health goals of the 
legislation could be better 


achieved by member states - 
as with the UK’s voluntary 
code, which has seen a 
steady decline in smoking. 

More important, they say 
the directive was Introduced 
under article 100a of the 
Treaty of Rome, which cov- 
ers harmonisation prov- 
isions for the single market. 
It has been done in this way. 
according to the companies, 
because there are only lim- 
ited powers to pass public 
health laws in Brussels. 

The European Union does 
not have legal power to leg- 
islate in this area, they say. 

They will also argue that 
the directive infringes the 
European Convention on 
Human Rights - in particu- 
lar, for freedom of expres- 
sion and the right to prop- 
erty. 

It breaches the general 
principle of proportionality 
as well, they claim. An 
advertising ban is unneces- 


sary to achieve, the objective 
of reducing smoking. 

Indeed, the companies say 
it is not clear a ban will curb 
smoking at all. Norway has 
seen a rise in consumption 
since imposing severe 
restrictions on advertising. 

Mr Swan says there is 
already a growing level of 
illegal imports from EU 
countries with lower tobacco 
tax than the UK. Companies 
need to build brand loyalty if 
they are to compete. 

But the anti-smoking 
lobby sees the legal move as 
yet another attempt by 
wealthy tobacco companies 
to delay the inevitable. 

“The professional legal 
services of the council, the 
Commission and the parlia- 
ment have all waved this 
directive through," said 
Clive Bates, director of Ash. 
the British anti-smoking 
campaign group. “This move 
is a posturing diversion." 


Peugeot 
to boost 
output for 
new 206 
model 


By John Griffiths 
in London 


Productivity improvements 
at Peugeot’s Ryton plant in 
the English midlands will 
result in the new 206 model 
being built at a much higher 
rate than its predecessor, 
despite cuts to the workforce 
by more than a third, the 
company said yesterday. 

Ryton has slimmed its 
workforce by more than one- 
third to 2.100 from 3.400 over 
the past two years. More 
flexible working practices 
mean the smaller workforce 
will produce the 206 at a rate 
of 2^500 a week by mid-De- 
cember. This compares with 
1,600 a week for the 306 
modeL its predecessor. Rich- 
ard Parham, managing direc- 
tor of Peugeot UK, said yes- 
terday. The company is 
preparing for the UK launch 
of the 206 in November. 

Ford said this week that it 
is to cut output of the Fiesta 
from its Dagenham plant 
outside London because of 
falling export demand. But 
Mr Parham said Ryton 
expected to lift the propor- 
tion of its 206 production 
going for export to around 50 
per cent compared with 35 
per cent for the 306. 

Tbe 206 - also produced at 
Mulhouse in France at a rate 
of 6.000 a week - is compet- 
ing in one of Europe's big- 
gest new-car markets, with 
3m sales a year. 

"Ryton is scheduled to pro- 
duce around 115.000 206s 
□ext year. 

But Mr Parham said 
Ryton’s new flexible working 
procedures raised the pros- 
pect of a further substantial 
jump in output - to as high 
as 140,000 cars a year. This 
would involve the creation 
of several hundred jobs. 

Vauxhall. the UK subsid- 
iary of General Motors, has 
already decided to recruit an 
extra 1,000 workers for a 
third shift at its plant n 
north-west England where 
its own new model, the 
Astra, is being built 


NEWS DIGEST 


EMPLOYEE RIGHTS 


Workers’ protection plans 
to be watered down 

Pater Mandelson. the chief trade and industry minister, is 
poised to dilute proposals giving greater protection to 
employees and increased rights to trade unions, following 
pressure from the Confederation of British Industry, the 
employers’ lobby. Mr Mandeteon will drop plans to abolish 
the ceiling on compensation in unfair dismissal cases, 
according to a senior government member. Ministers had 
focused on the fundamental question of union recognition 
rules, gh/Jng insufficient scrutiny to other elements of the 
package. This expected policy U-tum follows intense lob- 
bying from the CBI. John Monks, general secretary of the 
Trades Union Congress, meets Mr Mandelson this week. 
He is likely to express alarm at any proposal to water 
down employees’ rights to rep resen tion by a trade union in 
the case of a grievance against his or her company. 

The CBI has complained this would give trade unions 
the right to interfere in the running of companies on trivial 
pretexts. Robert Peston, London 

PENSIONS 

Rethink urged for lottery 

The National Lottery should be recast as a conduit for 
contributions to funded second pensions, Frank Field, the 
former minister for welfare reform who resigned from gov- 
ernment in July, will argue tomorrow. The government 
should give “serious consideration", prior to the renewal of 
the lottery licence in September 2001 . to the idea of 
reconstructing the game to expand pension contributions 
and turning it into a "savings c)ub scheme'', Mr Field will 
say at a meeting of toe Association of Friendly Societies. 
Liam Haffigan, London 


INTERNET 


Retailer launches free access 

Dixons, Britain’s biggest electrical and electronics retailer, 
signalled the start of an internet price war yesterday, when 
it launched a free Internet access service in conjunction 
with Planet Online and Energis. The move is likely to cause 
consternation among the UK's estimated 250 independent 
internet sendee providers, most of whom charge subscrib- 
ers between £7.50 ($12) and £15 a month. Dixons is toe 
second big retailer to launch an internet service. 

In July Tesco, the supermarket, launched its own 
branded sendee but is charging subscribers £8.99 a 
month. Peggy Hollfnger and Paul Taylor, London 


PRIVATE EDUCATION 

New call for public funds 

Independent schools are to press ministers to reopen the 
debate over government funding of pupils from families 
too poor to pay for a private education following a Mori 
poll of parents published yesterday by the Independent 
Schools Information Service. The survey shows more than 
half would choose to send their child to a private school if 
they could afford toe fees. Simon Targett, London 


Anyone can dream of accomplishing great 
things. But turning dreams into reality takes 
daring - a willingness to go where no one has 
gone before. When Fairchild acquired Dornier 
from Daimler-Benz in 1996, industry experts 
were astonished we had 


the courage to take on the 


THE PROOF IS IN DOING IT. 


challenge. Given Dornier's high cost structure, 
they thought no one could turn things around. 
But we did. Cutting 5700 million in unnecessary 
overhead. Restructuring the management team. 
The result? In fiscal year 1997, we had sales of 
more than half a billion dollars. Net income 
exceeding S70 million. And a very healthy 
balance sheet. Any questions? Call 1 -SS8 328-JETS. 
Outside the U.S., call +49/81 53-30-0. 

Fairchild Aerospace o <; leading manufacturer of jet 
and turboprop aircraft lor (he commercial aviation 
corporate and government markets and provides 
a wide rongc of services lor the aviahor: industry 
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to deliver results to 
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Focus. 


The best financial solutions come from people who understand your business. 
Thats why weve created industry focused teams who combine their insights with a 
full range of financial capabilities to deliver customized solutions for companies at 
every stage of their development. Backed by extensive capital resources, we are a 
recognized leader in many industries, including: 

Technology: 

• Completed $3.3 billion in technology equity offerings 

• #4 in number of technology IPOs^ 

Healthcare: " ' ‘ ~ 

• #1 in number of syndicated loan transactions^ 

• Completed more than $10 billion in total transactions* 

Real Estate: 

• Completed $22.6 billion in total transactions 

• #1 in number of loan syndications for REITs ^ 

• #2 in dollar volume of real estate IPOs^ 

Media & Communications: 

• Completed $6.8 billion in high yield debt transactions 

• Raised more than $7 billion through 18 equity offerings 

• #1 in number of syndicated loans^ 

Energy: 

• #3 in dollar volume of high grade debt offerings* 0 

• #2 in number of syndicated loan transactions for the Oil & Gas sector^ 

Soon, our pending merger with BankAmerica will enable us to accomplish even more 
for our clients.^ 

Beverages/Bottling • Business Services • Consumer Products • Energy & Natural Resources • Financial 
Services • Food & Agribusiness • Healthcare • Industrial Growth • Lodging & Restaurants • Media/ 
Telecommunications • Real Estate • Retail • Sports • Technology • Textiles & Apparel 



www.natdonsbancmontgomery.com 
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NORTHERN IREUND MINISTER SAYS IRA DECOMMISSIONING SHOULD NOT BE A PRECONDITION FOR SINN FEIN'S ENTRY TO EXECUTIVE 


Unionists warned not to obstruct peace deal 


By John Murray Brown 
in Belfast 


Mo Mowlam, the chief 
minister for Northern 
Ireland in the UK govern- 
ment, issued a veiled warn- 
ing to the Ulster Unionist 
party, the biggest pro-British 
party in the region, not to 
obstruct the peace process. 

She said the region's 
interim executive, outlined 
in the Good Friday agree- 
ment, should be in place 


before the end of October, 
and that arms decommis- 
sioning by the Irish Republi- 
can Army should not he a 
precondition for Sinn Fein’s 
participation. Sinn Fein is 
the political wing of the IRA. 

Her comments will come 
as a blow to David Trimble, 
the province's first minister 
and UUP leader, who has 
said his party win not sit in 
government with Sinn Ffein 
until the IRA hands over 
some weapons. 


The warning came as dip- 
lomatic efforts were stepped 
up to restore momentum to 
the process, with MS Mow- 
lam due in Dublin today to 
meet Bertie Ahern, the 
prime minister of the Irish 
Republic. 

Mr Trimble was last night 
expected in Dublin for a 
meeting with Mr Ahern, 
where he was expected to try 
to enlist the support of the 
Irish premier. 

But Ms Mowlam signalled 


the government’s Increasing 
impatience with the row 
over the formation of the 
executive. This has meant 
that parties have still not 
decided on the number of 
the ministries it will have. 

Asked whether the IRA 
would have to start decom- 
missioning before Sinn Fein 
could join the shadow execu- 
tive. she said- "There needs 
to be progress on all dimen- 
sions. But there is nothing 
in the Good Friday agree- 


ment that says that one has 
to happen before the others." 

In more guarded com- 
ments, she told a joint Brit- 
ish-lrish parliamentary 
meeting in York, in northern 
England, that both sides 
should give each other more 
space to make compromises. 

Michael Mates, the farmer 
Conservative Northern 
Ireland minister, said Ms 
Mowlam had to understand 
the political difficulties fac- 
ing Mr Trimble, warning 


that "what’s one person’s 
space is another person’s 
ring-fence”. 

Her rarnmOTT tfi mrj\ p as the 
Royal Ulster Constabulary, 
the Northern Ireland police 
force, announced further 
troop reductions. Ms Mow- 
lam said the reductions were 
"part of the normalisation 
process" and was not a lever 
to encourage a response 
from Sinn FSn. 

The withdrawal of the 
1st Battalion of the High- 


landers. and the 3d Regiment 
(Royal Artillery), brings 
troop levels to around 16.000. 

The timing, coupled with 
the announcement that the 
RUC and army axe consider- 
ing scaling down security 
bases "in the near future" 

win put pressure on the IRA 
to make a move on decom- 
missioning. 

Sinn F£in said the troop 
moves should have taken 
place "a considerable time 
before now". 


Stonehenge 

solution 


A solution to the problems 
dogging Stonehenge, the 
UK's most important 
archaeological site, was 
announced yesterday by 
Chris Smith, the chief culture 
minister, Antony Thomcroft 
writes. It involves returning 
the southern England site as 
near as possible to its 
original landscape. Of two 
roads close to the stones, 
one will disappear into a 
El 25m 2km tunnel, and the 
other will close. Around 
785,000 people visit 
Stonehenge annually. In 
1993 a House of Commons 
committee described it as "a 
national disgrace”. 
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Drugs industry faces a new prescription from state health service 


The rising bill for pharmaceutical products 
has turned ministers' attention to a deal 
with the sector. Nicholas Timmins reports 


By Jo 
A 1 


T he pharmaceutical 
Industry Insists it Is at 
an “extremely early 
stage" in negotiations with 
the government over what, if 
anything, will replace the 
voluntary agreement that 
controls drug company prof- 
its on sales to the state 
health service. 

Health ministers have 
declined to comment on 
speculation that they want 
to swap the Pharmaceutical 
Price Regulation Scheme for 
a system that directly con- 


trols drag prices. The Associ- 
ation of the British Pharma- 
ceutical Industry says “a 
wide range of options are 
being considered by both 
parties as to the shape of 
any future scheme”. 

But ministers are dearly 
alarmed at the National 
Health Service's escalating 
drugs bill, which has been 
rising at about 10 per cent a 
year. They also fear the cost 
of the new “lifestyle” drugs 
such as Viagra and the anti- 
obesity treatment Xenical, 


launched this week. Each 
could add more than £5Qm 
(J82m) a year to the £5bn 
NHS drugs budget, even if 
their use is controlled. 

The government is also 
angry that the bigger drug 
manufacturers have been 
selling some of their least 
profitable, older products to 
smaller pharmaceutical com- 
panies that have then dou- 
bled prices. In a recent case, 
prices were raised seven and. 
eightfold for heavily used 
drags that induce labour and 
prevent haemorrhaging after 
childbirth - potentially 
adding £2tn-£3m to the NHS 
drugs bQh 

Such sums are tiny com- 


pared with the total NHS 
drugs budget But ministers 
feel the industry is cheating 
on a scheme that - by 
broadly capping overall prof- 
its rather than prices - effec- 
tively allows companies high 
prices on new medicines to 
win back research costs in 
return for lower prices on 
established products. 

The PPRS, which dates 
back to 1957. has long been 
controversial. US-based 
pharmaceutical companies 
are generally more hostile to 
it than UK groups as it pur- 
sues the conflicting aims of 
controlling the state drugs 
bill for branded medicines, 
while promoting a strong 


an^ profitable industry 
earns huge sums in exports. 
Key criticisms are that the 
scheme remains secretive, 
malting it difficult for outsid- 
ers, Including individual 
companies, to judge whether 
it is being applied fairly. It is 
also said to provide few 
incentives to cut costs. 

Some observers, such as 
Dr Joe Collier, editor of the 
Drugs and Therapeutics 
Bulletin, believe the PPRS 
has had its day. 

The difficulty is finding a 
replacement. The US has 
free pricing - an approach 
the UK is unlikely to adopt. 
Several continental Euro- 
pean countries use a 


weighted average of other 
countries' drug prices. UK 
prices, on average, are 
already in the mid-range. 
Same countries - including 
France and Germany - 
attempt to measure thera- 
peutic benefit and price 
accordingly, but the costs of 
attempting that could be 
high. 

A less radical option 
might be to place the 
PPRS on a statutory 
basis - with greater incen- 
tives for companies to cut 
costs — rather than design a 
completely new system 
aimed at controlling the 
price of Individual drugs. 


As Roche formally 
launched Xenical yesterday, 
the British Medical Associa- 
tion protested it was another 
"new and expensive treat- 
ment which has suddenly 
become available on the 
NHS with no planning or 
guidance". 

On some estimates it could 
cost the service £70m a year. 
The Department of Health, 
which last week imposed a 
temporary ban on Viagra, 
the anti-impotence pill, said 
it was “considering the 
potential impact on the 
NHS". Guidance on Xeni- 
cal’s usage would be issued 
if the review shows it to be 
necessary. 


Amnesty 

criticises 

‘ethical’ 

foreign 

policy 

By Davtd Buchan, 

D iploma ti c Editor 
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Efforts by Robin Cook, the 
foreign secretary, to put 
human rights at the heart of 
UK foreign policy have been 
undermined by other depart- 
ments dragging their feet on 
arms exports and asylum 
policy. Amnesty Interna- 
tional said yesterday. 

David Bull, director of the 
human rights organisation's 
UK branch, summed up the 
balance sheet as “fair start 
but could do better". 

On the positive side. 
Amnesty said, was the gov- 
ernment’s support - against 
US opposition - for the set- 
ting up of a strong Interna- 
tional Criminal Court incor- 
poration or European human 
rights guidelines into UK 
law, the ban on landmines 
and “limited measures" to 
restrict arms sales to repres- 
sive governments. 

But commercial and stra- 
tegic interests still dominate 
foreign policy. Amnesty 
claimed. The Foreign Office 
did not get enough backing 
from the Department of 
Trade and Industry. . the 
Ministry of Defence and the 
Home Office. 

The DTI. with MoD back- 
ing, is still approving arms 
sales to countries which 
have used imported weapons 
to repress their peoples. 
Amnesty said. Since May 
1997, export licences for mili- 
tary equipment have been 
granted to Algeria (10 
licences), Colombia (10). 
India (535). Indonesia (64), 
Kenya (34). Pakistan (128). 
Saudi Arabia (59j. Sri Lanka 
(67). Syria (13), Turkey (146), 
Zambia (14) and Zimbabwe 
(54), 

Amnesty calls for the DTI 
to be replaced as the regula- 
tor of military exports by a 
body "without a conflicting 
interest in promoting over- 
seas arms sales”. 

The report also criticises 
asylum policy, in particular 
the withdrawal of welfare 
benefits born applicants. 
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TELEVISION PRIX ITALIA 


Feeling its 
age fifty 
years on 

The quality of the programmes Is still 
impressive, but values appear to be 
changing, writes Christopher Dunkley 


The world of television is 
changing - and not merely 
because of the coming of dig- 
ital transmission, though 
this week that may be the 
most obvious evidence. Half 
a century ago the Prix Italia 
was established in one of the 
many gestures of interna- 
tional co-operation which 
followed the ending of the 
second world war. Radio was 
then the dominant nmtinwi, 
and these were public ser- 
vice broadcasting organisa- 
tions. But In the course of 
the next 25 years member- 
ship of the festival expanded 
to take in the whole of the 
world - although Africa and 
Asia have alway been under- 
represented. 

The BBC was a founder 
member. Within nine years 
television prizes had been 
added to the radio awards, 
and British commercial tele- 
vision became a member. 
Over the next four decades, 
with Channel 4 boosting 
Britain's membership to 
three, the UK won more 
prizes for television at this, 
the original and most highly 
regarded of all broadcasting 
festivals, than any other 
country. Britain won almost 
three times as many televi- 
sion prizes as the next most 
successful country. France, 
which has even more partici- 
pating networks than 

Bri tain. 

The Prix Italia consists of 
its member organisations, 
and the British, whose 
efforts met with such suc- 
cess, became key partici- 
pants. The categories - 
drama, documentary, and 
arts - played to their 
strengths, and British televi- 
sion ‘s top brass became 
famili ar figures in whichever 
beautiftil old Italian city 
played host to the annual 


late summer jamboree. It 
was not unusual for the 
chairman, director-general 
and several network control- 
lers to attend. This year, 
however, the 50th anniver- 
sary of the event, held in 

Assisi as a mark of faith . in 
the future after last year’s 
earthquake, the British were 
outnumbered by the Finns. 
More embarrassing, the only 
mention of the BBC or ITV 
at Saturday's announcement 
of the winners, was a com- 
mendation for the Teletub- 
bies website. Very imagina- 
tive, said the jury, but not a 
winner. 

British pride was saved by 
Channel 4 which won the 
Prix Italia for single-drama 
with the original, if bizarre 
(and arguably ineligible) 
Crunton Star Cause. Adapted 
from a story by Irvine 
Welsh, it is the saga of a 
young football-mad Scots- 
man who is kicked off his 
team, thrown out of his par- 
ents' house, sacked from his 
job, dumped by his girlfriend 
and beaten up by the police 
in swift succession. Drown- 
ing his sorrows in a pint of 
heavy, he discovers that one 
of his fellow drinkers - a 
bearded chap who swears 
like a trooper - is God. Tired 
of the young man's whining, 
God turns him into a fly, 
whereupon be uses the pecu- 
liar talents of a fly to take 
revenge on his oppressors. 
Whether this really qualifies 
as a “single play”, being the 
first of the three-part cinema 
production, Acid House, 
seems questionable. But why 
should Channel 4 argue. 

Hammarkullen, a soap- 
opera about life on a mixed 
immigrant housing estate, 
won the series drama pri^e 
for SVT Sweden. The prize 
for cultural documentaries 



Scene from Finland’s *Tbe Man Who Never Was’, a highly stylised reflection of the work of Portuguese writer Fernando Pwssoa, which won the perfuming arts prize 


went to Diario di una Sid- 
liana Ribelle - a sad and 
moving current affairs pro- 
gramme about the life of a 
Sicilian teenager who was 
found dead outside her 
house after she had insisted 
on giving evidence against 
the members of the Mafia 
who murdered her father 
and brother - a highly 
accomplished French co-pro- 
duction directed by Sicilian 
Marco Amenta, who is still 
in his 20s. 

Another current affairs 
documentary. Why Did They 
K31 Their Neighbours?, about 
the slaughter of Tutsis by 
Hutus In Rwanda in 1994. 
won the current affairs docu- 
mentary prize for NHK of 
Japan; and YLE/TVJ Finland 
won the prize for performing 
arts on television with The 
Man Who Never Was, a 
highly stylised reflection of 
the work of Portuguese 
writer Fernando Pessoa. 
made by the American direc- 
tor Joe Davidow using lots of 
modem technical wizardry. 

Leaving aside the question 


of whether all these pro- 
grammes really fitted their 
categories (a problem tossed 
into the laps of juries and 
the Italian secretariat by 
steering groups perhaps 
over-anxious for change), it 
has to be said that all of 
them were extremely good. 
So were many of those that 


which, while it does not 
match the power of charac- 
terisation in Cracker . is slick 
and hi g hl y enter taining . 

Moreover, two of the Brit- 
ish entries might well have 
won prizes if the wind had 
been in the west, or the 
juries bad eaten differently. 
ITVs drama entry. Girls' 


nate enough to have seen 
the entire series. The Nazis, 
A Warning From History . 
from which it was taken. 
Given the frequency with 
which the subject has been 
covered, this series produced 
an astonishing succession of 
new insights. 

So the heartening thing to 


her originating in small inde- 
pendents. And yet there was 
an unmistakable feeling of 
fin-de siicle in the viewing 
rooms and all over La Cttta- 
della. where this year's 
event took place. 

Sadly what seems to be 
occurring is a failure nf 
nerve. For half n century 


Those who do turn up want to hand out prizes for websites. But if websites, 
why not detergent commercials? Perhaps the very idea of quality and 
intellectual depth in programmes is going out of fashion 


did not win. The Russians 
gave us Purgatory, a drama 
about the war in Chechnya 
which was astoundingly 
explicit in its brutality and 
unrelenting in its Images of 
chaos. Canada sent the first 
part of what appears to be 
an excellent documentary 
series od the history of the 
newsreel. Dream Of The Bye- 
And FR2 of France entered 
the opening episode of Pro- 
fession Profileur, a series 
about a police psychologist 


Night, although 15 minutes 
too long, is a powerful piece 
about two women friends 
who work and play bingo 
together, and eventually fly 
to Las Vegas when one faces 
the last stages of cancer. The 
splendid performances from 
Brenda Blethyn and Julie 
Walters make it special. The 
BBC's documentary entry. 
The Road To TrebUnka, was 
even stronger, though jurors 
may have been less 
impressed than those fortu- 


be said is that even though 
Kingsley Amis’s famously 
morose declaration that 
more means worse will 
almost certainly apply to 
digital television, there are, 
at present, still a great many 
production companies striv- 
ing to produce high quality 
programmes, and it is not 
just a question of big old 
public service organisations. 
Many of the 98 contenders in 
Assisi came from commer- 
cial companies, quite a mirn- 


this festival has simply 
hunted out excellence in 
drama, documentaries and 
arts programmes and cele- 
brated it with prizes. Sport, 
movies and game shows 
might take more and more of 
the ratings, but those who 
formed the Prix Italia were 
sure enough of their ability 
to spot real quality when 
they saw it. Today, with 
very occasional exceptions 
(Alan Yentob, the BBC’s 
director of television was 


confident enough to put in 
nn appearance at Assisi). 
BBC mandarins seem terri- 
fied of evaluating anything 
without reference to focus 
groups and audience ratings. 
Yuu get the impression that, 
in n world where Rupert 
Murdoch makes the rules, 
broadcasting managers now 
feel that the very idea of giv- 
ing someone a prize for mak- 
ing an outstanding pro- 
gramme about a dead 
composer or an old war Ls 
effete and snooty. 

Meanwhile, those who do 
turn up wont to hand out 
prizes for websites. But if 
websites, why not detergent 
commercials? Or a Prix 
Italia for the best listings 
magazine? Perhaps the very 
idea of quality and intellec- 
tual depth in programmes 
really is rapidly going out of 
date. If television In the new 
millennium is going to mean 
electronic pulp on 500 digital 
channels, then the ideas 
upon which the Prix Italia 
was built will indeed look 
quaint. What a shame. 



OPERA SAN FRANCISCO 


Previn’s ‘Streetcar’ lost in fog 


Coping with hart, ungrateful music: Ftemte Herring as Blanche 


Tennessee Williams’s A Streetcar 
Named Desire testifies powerfully 
to the tragic consequences of liv- 
ing in illusion. The disappoint- 
ment attending San Francisco 
Opera's much-touted world 
premiere of Andr6 Previn's A 
Streetcar Named Desire last week- 
end suggested it was illusion 
indeed to assume that Williams's 
play was a natural for the opera 
stage. Long before the fog lifted 
on the final tableau of Colin Gra- 
ham’s production, it was clear 
that the opera Previn composed 
was anything but inevitable. 

Expectations ran impossibly 
high. The fulfilment of a 20-year 
dream of the company’s general - 
director, Lotfl Mansouri, San 
Francisco’s Stratum opened to a 
starry gala, the almost feral 
presence of the international 
music press, and the watchful 
ears and eyes of Deutsche 
Gramme phon microphones and 
cameras poised to tape three sub- 
sequent performances conducted 
by the composer. But the sizzle 


quickly gave way to fizzle. 

The opera’s strengths are 
largely those of Williams’s play, 
the liabilities mostly self-im- 
posed. Any doubts that the opera 
Is a smoke-and-mirrors enterprise 
are erased when the company lit- 
erally gets out the fog machine 
for the finale, one of librettist 
Philip LitteD's few Innovations. 
After declaiming the play’s most 
famous line. "Whoever you are, I 
have always depended on the 
kindness of strangers”, Blanche 
wanders upstage, away from the 
other characters, repeating lan- 
guidly into the mist "Whoever 
you are . . ." 

The new ending is emblematic 
of an opera that hasn’t figured 
out what it ls apart from its 
source. Previn’s score is neither 
the movie music some feared, nor 
the jazz score others hoped for. 
But precisely what is missing is a 
film score's feeling for mood, 
character and place, and any 
sense of continuity. And the few 
overtly jazzy passages inevitably 


announce that sex is afoot. 

Instead, Previn has opted for 
music of a more serious cast, 
vaguely gestural, blandly 
melodic, mildly dissonant It is 
unsettled and ultimately unsettl- 
ing music that changes character 
every few bars far no discernible 
reason. Even the score's intermit- 

Expectations ran 
impossibly high; but 
the sizzle quickly 
gave way to fizzle 

tent beauties become more vex- 
ing in their evanesce n ce than sat- 
isfying in the moment. It is music 
that goes nowhere and, for time- 
and-a-half hours, goes there very 
slowly indeed. 

In his opera debut, Previn 
seems to have overlooked the 
fundamental ways music can 
enhance drama. The vocal writ- 


ing is oblivious to American 
speech-rhythms, and even in a 
drama obsessed with secrets and 
the harbouring of illusions, the 
composer rarely takes advantage 
of music's unique capacity to dis- 
tinguish between speech and 
thought. Vocal ensembles are 
sparse in a story rife with oppor- 
tunities for them, and arias 
seldom bloom out of the perva- 
sive arioso. Even in big set- 
pieces, melody is abjured by 
seemingly random intervals. 

Rente Fleming slathers a vis- 
cous southern accent over her 
high-cholesterol tone in a fiercely 
determined yet "smiling 
through” performance of the 
long, demanding role of Blanche. 
She lets her audience in on how 
hard and ungrateful her music is, 
winning its indulgence for the 
intermittent breathiness at the 
bottom of her range and the 
hooded tone up top. There is 
little evidence of inner frailty or 
mental dissolution, and her final 
descent into madness is as 


unconvincing as it is unprepared. 

One barely notices how bari- 
tone Rodney Gilfry sings Stanley, 
since the role lacks an aria and 
audience attention is fixed on his 
unpitched screams of “Stella", 
his skill at chewing gum while 
singing, and the frequency with 
which he, or some other charac- 
ter, takes off his shirt. 

IT the endlessly willing, hard- 
working cast get little help from 
the neophyte Previn, they get 
less from Graham in what is 
billed as bis 50tb opera premiere. 
As in so much of his work for 
this company, the blocking is 
prosaic, there is little complexity 
and even less development of 
character. Stanley is a boor, 
Blanche a nightmare bouse 
guest, and their conflict is played 
out as a tawdry domestic drama. 
Michael Yeargan’s set and cos- 
tume designs faithfully recreate 
the New Orleans of Ella Kazan's 
1951 movie, and Thomas Munn's 
lighting, at its accustomed high 
level, follows suit. 

In the end, San Francisco’s 
Streetcar shapes up as an old 
men's view of what is fundamen- 
tally a young man's drama. 

Timothy Pfaff 
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AMSTERDAM 


DANCE 

Het MuzfeKtheater 

Tel: 31-20-551 8911 
Nedertands Dans Theater I: triple 
bill comprising Sinfonietta by Jiff 
i Kyfidn, Grass by Mate Ek, and 
Start to finish by Paul Ughtfoot; 
Sep 25. 26 

EXHIBITION 
Rfjksmuseum 
Tek 37-20-673 2121 
Van Gogh in the RIJksmuseum: 
during the period erf the Van 
Gogh Museum’s closure for 
renovation and building work: to - 
Mar 7 

OPERA 

Netherlands Opera, Hot 
Mimektheater 
Tel: 31-20SS1 8911 
GdtterdSmmerung: by Wagner. 
New staging by Pierre Autfi, 
conducted by Hartmut .. 
Haenchen; Sep 23, 27 

BIRMINGHAM 

CONCERTS 
Symphony HaH 


Tel: 44-121-212 3333 I 

• City of Birmingham Symphony 

Orchestra: conducted : by Sakai 
Oramo in works by Sibelius, . 
Dutilleux and Mahler; Sep 24 

• City of Birmingham Symphony 
Orchestra: conducted’ by Sakari 
Oramo in works by Schubert, 
Mozart and Strauss; $ep 29 

BONN 7 

EXHIBITION 

Kunst- und AussteHungshaBe 
der BundesrepubHk 
Deutschland 

Tek 49-228-917 1200 
www.lah-bonn.de 
Great Collections: the latest in 
this series of exhibitions Is 
devoted to the Mus6e du Petit 
Palais in Parte. Concentrating on 
the museum's holdings of 19th 
century French art the show 
comprises nearly 200 works and 
ranges across painting, drawing 
and sculpture. Includes works by 
Ingres, Delacroix and the 
Impressionists; to Sep 27 

BOSTON 

EXHIBITION 

Museimi of Fine Arts, Boston 
Tek 1-617-267.9300 . 

Monet in the 20th Century: more 
that SO works painted by the 
artist m the last decades of his 
flfe, beginning with paintings of 
the garden at Givemy; to Dec 27 

BUDAPEST 

EXHIBITION 

Museum of Applied Arts 

Tel: 36-1-217 5222 
Zsotnay: Ait Nouveau Ceramics. 


Display of 200 objects made 
between 1897 and 1918 at the 
family-owned Zsolnay factory in 
Ptes. Includes goblets, vases 
and other objects; to Sep 27 

CHICAGO 

EXHIBITION 

Art Institute Of Chicago 
Tet 1-312-443 3600 
www.ar6c.etAj 
Julia Margaret Cameron's 
Women: 60 vintage prints of 
Victorian subjects such as Julia 
Jackson, mother of Virginia 
Woolf, and Alice Liddell; to Jan 3 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.lyricq 3 era.org 
La Gtoconda: by Ponchielli. 
Conducted by Bruno Bartofetti in 
a staging by John Copley. The 
title role is sung by Jane Eaglen; 
Sep 26- 

COPENHAGEN 

EXHIBITION 

Louisiana Museum of Modem 
Art, Humlebaek 
Tek 45-4919 0719 
wwwJotrisiana.dk 
Joan Mird; major retrospective 
comprising 140 paintings, 
drawings and sculptures; to 
Jan 10 


GLASGOW 

OPERA 
Theatre Royal 
Tek 44-141-332 9000 
The Magic Flute; by Mozart. 
Scottish Opera production by 


Martin Duncan, conducted by 
Richard Fames; Sep 23, 26, 29 

LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-171-638 8891 
London Symphony Orchestra: Sir 
Cofin Davis conducts works by 
Mozart and Bruckner in the 
opening concert of the autumn 
season. With piano soloist Radu 
Lupu; Sep 23, 24 

Royal Festival Hall 

Tek 44-171-960 4242 
Phi [harm onla Orchestra: 
conducted by Kurt Sanderfing in 
works by Brahms. Beethoven 
and Shostakovich. With piano 
soloist Andris Schlff; Sep 26 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 
Oteilo: by Verdi New production 
by David Freeman, designed by 
Tom Phillips and conducted by 
Paul Daniel/Mark Shanahan. 

David Rendafl sings the title role; 
Sep 25 

LOS ANGELES 

OPERA 

L. A. Opera, Dorothy C hander 
PaviEon 

Tek 1-213-972 8001 

wwwJaq 3 era.org 

• Carmen: by Bizet Washington 

Opera production by 

Ann-Margret Pettersson, 
designed by Lennart Mfrk. The 
conductor is Bertrand de Billy 
and the title role is sung by 


Jennifer Larmore; Sep 25 

• Werthen by Massenet 
Conducted by Emmanuel Joel In 

a co-production with Th&ftre du 
Capttote Toulouse staged by 
Nicolas Jodi and designed by 
Hubert Monloup. The title role is 
stmg by Ram6n Vargas; 

Sep 23, 26 

MANCHESTER 

CONCERTS 
Bridgewater Hafi 

Tel: 44-167-907 9000 

• BBC Philharmonic: conducted 
by Sir Charles Mackerras in a 
programme of works by 
Beethoven. With soloists 
including bass Willard White; 

Sep 26 

• Halid Orchestra: conducted by 
Owain Arwel Hughes in works by 
Dvorak, Mussorgsky/Ravel and 
Sfoefius; Sep 27 

MUNICH 

CONCERTS 
Phflharmonie Gastelg 
Tel: 49-69-5481 8181 

• Kremerata Musica: conducted 
by Gidon Kramer in Piazzolla's 
Maria de Buenos Ares; Sep 24 

• Symphonieorchester des 
Bayerischen Rundfunks: 
conducted by Yuri Ahronovitch in 
works by Weber, Mendelssohn 
and Mussorgsky. With piano 
soloists Anthony and Joseph 
Paratom: Sep 25, 26 

NEW YORK 

CONCERTS 

Avery Fisher HaH, Lincoln 
Center 


Tat 1-212-875 5030 
wwwJfecot 7 center. 0 rg 
New York Philharmonic: Kurt 
Masur conducts Beethoven - 
The Complete Symphonic Cycle. 
Programme ill (Sep 24, 25); 
Programme IV (Sep 26, 28) 

OPERA 

Metropolitan Opera, Lincoln ' 
Center 

Tel: 1-212-362 6000 
www.metopera.org 

• Aida: by Verdi Ptickfo 
Domingo conducts a production 
by Sonja FriseU, with a cast 
starring Maria Guieghina and 
Vladimir Bogachov; Sep 29 

• Samson et Dalila; by 
Salnt-SaSns. New staging by 
Elijah Moshinsky, with sets and 
costumes by Richard Hudson. 

For the season's opening night 
performance, James Levine 
conducts and the cast includes 
Ptitido Domingo and Olga 
Borodina; Sep 28 

PARIS 

DANCE 

Th6Stre des Champs Bysees 
Tel: 33-1-4952 5050 

• Cuban National Ballet Giselle, 
in a staging by Alicia Alonso; Sep 
23,24 

• Cuban National Ballet Swan 
Lake, in a staging by Alicia 
Alonso: Sep 25. 26. 27, 28, 29 

SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tel: 1-415-864 3330 
wwwjsfbpera.com 


A Streetcar Named Desire: world 
premiere of a new opera by 
Andre Previn, with a libretto by 
Philip Uttell based on Tennessee 
Williams' play. The staging is by 
Cofin Graham. Andre Previn 
conducts and the cast includes 
Rente Fleming; Sep 23, 26, 29 

TOKYO 

CONCERT 

Suntory Hall 

Tek 81-3-3584 9999 

Minnesota Orchestra: conducted 

by Elji Oue in works by Bernstein 

and Beethoven; 

Sep 24 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received In 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN international 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13^0: Business Asia 

19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220: 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports five from L1FFE as the 
London market opens. 
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MARTIN WOLF 


The last resort 

Reform of the Internationa! Monetary Fund is clearly important. 
Even more important is to work out what the Fund is actually for 


Newt Gingrich, Republican 
speaker of the House of 
Representatives, condemns 
the International Monetary 
Fund for its “French 
socialist" managing director 
and the money it has thrown 
away “to prop up the 
crooks”. His colleagues warn 
of the moral hazard created 
by bailing out foolish 
financiers. The left 
condemns the IMF for its 
hard heart and intransigent 
devotion to the cause of 
capital market liberalisation. 

The IMF is, it seems, 
doomed to unpopularity. Nor 
is its cause helped by the 
bouncy complacency of its 
boss. Michel Camdessus. 
When so many developing 
countries are succumbing to 
a virulent disease that the 
IMF has not prevented, 
predicted nor, so far, cured, 
greater soul-searching might 
have been expected than Mr 
Camdessus has shown in 
public. 

Most observers, including 
Tony Blair, the prime 
minister, in his speech this 
week, agree that some 
reform is essential. The IMF 
must indeed be made more 
transparent; Its operations 
need to be rigorously 
audited; its mistakes must 
be analysed. No institution, 
however competent its staff, 
is omniscient - and none 
should be treated as such. 

Yet before considering 
detailed reform, it Is 
necessary to ask a prior 
question: what is the IMF 
for? Some of the answers 
seem obvious: the world 
needs a set of rules and 
principles to guide economic 
policies; a vehicle for 
spreading best practice; a 
source of technical support; 
end a body capable of 
collecting information and 
providing high quality 
analysis. These are things 
the IMF must continue to 
offer. 

The most important 


question, however, is 
whether the world also 
needs the loans that the 
Fund provides. The IMF was 
created to oversee the 
Bretton Woods system of 
fixed exchange rates 
I buttressed by exchange 
controls. Is it a satisfactory 
i lender of last resort in a 
world of free capital flows? 
The brief answer is no. 

The argument for an 
I international lender-of- 
last-resort - an official 
supplier of liquidity in a 
panic - rests on two pillars: 

• Financial markets are 
prey to herd behaviour that 
can create all sorts of 
outcomes, good or bad, 
generated by self-fulfilling 
expectations. 

• In a world of extreme 
exchange-rate variability, 
panics threaten whole 
countries, not Just financial 
Institutions within them. 

The case for national 
lenders of last resort is 
widely accepted. It runs as 
follows. Managers have an 
idea of the underlying value 
of the assets against which a 
bank has lent. But the 
bank's creditors know little 
more than what managers 


tell them. Suppose an event 
shakes their confidence, 
maybe one that has nothing 
to do with the institution 
itself. This can create a 
panic that brings down any 
institution with illiquid 
assets and liquid liabilities. 

Can this logic be applied 
to whole countries? Is it can, 
at least to a limited extent. 

Suppose that foreign 
lenders become substantially 
more risk averse, perhaps 
for reasons that have little to 
do with the country. Such 
herd behaviour may drive a 
government into default, 
companies into bankruptcy 
and a country into 
depression, unnecessarily. 

For example, capital Sight 
may result from 
state-of-the-art risk 
management systems in 
advanced countries. These 
systems force the 
marking- to-market of 
portfolios and consequent 
margin calls when losses 
occur anywhere. The need to 
meet such calls will then 
drive down prices of 
apparently unrelated assets. 
Similarly, institutions are 
forced to sell the liabilities of 
countries downgraded by 
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■Octal Camdessus, 
MF managing director 
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rating agencies. As Peter 
Garber, formerly at the IMF, 
points out: “The herd 
behaviour', that generates 
spillover emanates from the 
discipline imposed by 
supervisory authorities in 
the principal financial 
centres.”* 

A lender of last resort is 
the obvious solution. Such a 
lender would stand ready to 
provide liquidity in support 
of any country deemed 
structurally sound that was 
running out of reserves or 
was suffering a currency 
collapse. But if this Is the 
demand, the IMF cannot 
meet it. IMF bail-oats are 
small in relation to the sums 
that can rush into or out of 
countries without controls. 
The Fund also phases the 
release of its money in 
tranches, in order to monitor 
conditionality. In 
consequence, the IMF cannot 
stop a panic. On the 
contrary. Us arrival often 
signals crisis, while the 
small pot of money it offers 
is an inducement for 
creditors to rush for cash 
before it runs out 

One coherent reform 
would therefore be for the 
IMF to become a true lender 
of last resort, with resources 
to match. This could be 
justified only if potential 
borrowers accepted higher 
standards of external 
oversight and discipline than 
now. These standards would 
have to Cover finamrinl 
regulation, disclosure of 
information, 

macro-economic policies and 
exchange rates. Only if 
countries abide by the 
standards would they 
become eligible for 
non-conditional lending, in a 
panic. Conditionality would 
operate before the fact, not 
after it. (Indeed, this seems 
much the best way of 
handling access even to the 
more limited resources of 
I today.) 

The increase in resources 
| to make the IMF a true 
international lender of last 
resort would be vast and will 
not happen. The people, 
politicians and 
policy-makers of the big 
countries will prevent it The 
global system must therefore 
be made as robust as ! 

possible without such a | 

lender. But here, the IMF’s I 
operations are once more an 
obstacle. The availability of 
IMF funding draws the 
attention of creditors and 





In our hotels, tligword "guest 1 ' 
takes on another meaning... 



n 7 : 




r ~ r c 



Fhi'ii' taken m the Rvnil Windsor, Brussels. 

In 1926, out or love For a woman, a man built the First Warwick Hotel in New York - press 
magnate William Randolph Hcarst. Famous for his exacting standards and iron fist, 
he demanded nothing less than the best... and obtained it. Over the years, ‘the best* has 
evolved into a world of refined elegance, a world of efficient and yet discreet service... 
a touch of excellence. And this is the world that awaits you in the capital of Europe. 
Brussels. At the Royal Windsor, next to historic Grand Place. And in the charms of the 
nearby countryside, at the Chateau du Lac in Genval. 

Come and share this touch of excellence... now in 34 hotels. 


Warwick 

INTERNATIONAL HOTELS 

FRANCE: Pan s. Avignon, Ba/xlcjnx, Cannes, Ezc sur Mer, Ccni/rs. Lvon, 5 mnf-.Ua/n, Saiw ftfnjy de Pivvence. Strasbourg, 
Tcw/ciur. VTrfiy - SWITZERLAND; Genoa - USA: Sew York, Denver, 5 an Francisco. F/u/arirJp/u’fl, Uis/iingron DC 

CREAT-BR1T.AIS: London. Edinburgh, Kidderminster, Leeds. VckjicU! - BELGIUM: Biussvls, Genval, Waterloo 
HALT; Milan - NEW’ ZEALAND: Queenstown - SOUTH AFRICA; Jidumneiburg • FIJI ISLANDS: VUi Leva / Coral Coast 

— WARWICK RESERVATION OFFICES — — 

Toll lice n umherv. Fiona: Q8QQ io J1 -H. Gratt-flriwln: (.15 00 556 535 . StiMjJmmt<r Vlity ll 23 JJ. Ocniiatjy: 0130 73 58 
USA v- Canada- I SLHJ 203 32 32 . South Africa- 0 000 600 892 . F*vm <id«-r astutnrv (W 33 I 94 95 $*> 5 ” (office located (« PariS-FfflnccJ. 

fli-pmc-wed ttiirfJii'Mr by LTELI. Inferno lion of 
Wet Site: htlpJ/w wivivanvu lihmels.com i c.maii: wihsalcsGk'lub-inta net.fr 


debtors from the pressing 
need to reach a settlement 
between themselves. 

Three changes are need to 
overcome the problem, first, 
there must be speedy and 
internationally accepted 
procedures for calling a halt 
to the creditor "grab-race’* 
and for implementing 
rescheduling, debt write-offs 
and corporate bankruptcy. 
Second, risk-creating lending 
by private financial 
institutions that are, in 
effect, guaranteed by the 
governments of rich 
countries needs to be for 
more carefully policed and 
restricted. 

Finally, countries 
contemplating liberalisation 
of debt-creating inflows must 
be clear about the risks and 
preconditions. They need a 
cf mngly capitali sed banking 
system, with strict 
prudential controls over 
foreign currency liabilities 
and assets; access to 
substantial international 
reserves; a strong fiscal 
position, moderate inflation 
and either a fairly freely 
floating exchange rate or a 
politically and economically . 
robust currency board. 

A country must, in short, 
either be able to live within 1 
the norms of an integrated 
global financial system that 
possesses no lender of last 
resort or it needs to limit the 
inflows that create the 
greatest risks. Since access 
to IMF resources cannot 
appreciably lower these 
risks, countries should 
design their policies as If 
those funds did. not exist. 

At present the IMF creates 
an illusion of protection, 
which only makes the world 
more dangerous. The 
fundamental dfipmmfl is that 
the Fund is neither fish nor 
fowl - neither an 
International lender of last 
resort nor an institution 
whose function is to guide 
creditors and debtors 
towards needed debt 
restructuring. The central 
challenge confronting 
reformers is to design a 
more coherent role for the 
IMF as lender. But first they 
have to recognise that the 
limited bail-outs of today are 
part of the problem, not part 
of the solution. 

* Essays in International 
Finance, No 207, May 1998 
(Princeton University) 
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Strengthening the world financial 
system is easier said than done 


From Mr Simon J. Eoenett. 

Sr, Now that Bill Clinton, 
the US president, has 
instructed his officials to 
devise plans for strengthen- 
ing the world financial sys- 
tem (“G7 pledges united 
action on economy”, Septem- 
ber 15), we can expect a 
plethora of proposals in the 
financial press. Before let- 
ting the bull run wild in the 
china shop, may I suggest a 
series of questions that 
should be directed towards 
any proposed reforms. 

First, do the proposals for 
p re v en t i ng fixture crises go 
beyond bland statements 
about “strengthening the 
Wnandni system” to make 
specific recommendations? 
For example, do they explain 
exactly how the legal, regu- 
latory and flrtanriai systems 
would be developed? How 
long would it take to build 
the requisite administrative 
capability and what should 
nations do in the interim? 


And what conditions should 
be fulfilled before capital 
account liberalisation takes 
place and what form should 
it take? 

Second, does the proposal 
provide guidance in curing 
crises rather than solely 
relying on developing new 
measures to prevent them? 
These new measures are 
unlikely to be foil-safe, and 
with finawrifli contagion any 
crisis is unlikely to be local 
in its consequences. Doctors 
are trained in both preven- 
tion and cure. Financial doc- 
tors would be well advised to 
be likewise prepared. 

Third, how would any new 
institution or organisation 
induce its member nations 
to comply with best prac- 
tices? Put bluntly, how 
would the proposal deal with 
Japan (a nation that hasn't 
followed best financial and 
macroeconomic practices)? 
What teeth does the pro- 
posed institution have? And 


what are the likely implica- 
tions for national sover- 
eignty? 

Fourth, how would dec), 
slons be made in any new 
organisation? Does the pro- 
posal reconcile the demands 
for participation by a large 
number of interested parties 
with the fact that only a 
highly responsive decision: 
making process could Keep . 
up with global financial mar- ; 
kets open 24 hours a day? - f-J 

To date, I have seen ha"' 
proposal that comes closet*) : 
satisfactorily answering -4 
these four questions, it . 
appears that it is easier to 
castigate the current inter- 
national financial architec-- 
ture than to devise a coher- 
ent replacement 

Simon J. Evenett, 
fellow. 

The Brookings Institution, 
1775 Massachusetts 
Avenue, NW. 

Washington DC 036-2188, US 
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Whacky way to put decision-makers to the test 


From Mr Gttan-Seny Khoo. 

Sir, With regards to Lucy 
Kellaway’s article on the 
advice from “fools" for CEOs 
(“The wise company of 
fools", September 21), I wish 
to point out that Roger Von 
OeCbu in his book A Whack 
on the Side of the Head 
(Thorsons, HarperCoIlins 
Pub, 1983), originally advo- 
cated that any decision- 
maker should ask a fool 


what he thinks. Otherwise, 
he has to deal with the prob- 
lems of conformity and 
groupthink. 

So, decision-makers and 
problem-solvers today 
should do what ancient 
pharaohs, emperors and roy- 
alty in the Middle Ages and 
Renaissance did by consult- 
ing the royal “fools" whose 
job was to whack the king's 
thinking out of habitual 


thought patterns - as he was 
often surrounded by advisers 
who were yes-men, exactly 
the thrust of Ms Kell a way’s 
article. 

Goan -Seng Khoo, 

School of Science (Natl. Inst 
of Education), 

Nanyang Technological 
University, 

469 Bnkit Timah Rd. 

259756 Singapore 


No time for excuses when the going gets tough 




From Mr Basil Towers. 

Sir, The adage “when the 
going gets tough, the tough 
get going” rings a little hol- 
low when the boards of com- 
panies start to prepare their 
shareholders for had news. 

We bear much of the 
necessity for spectacularly 
high salaries to be paid to 
directors because of the need 
to attract individuals of the 


highest calibre. This is 
understandable. But when 
they start to shelter behind a 
screen of excuses - for 
example, exceptionally diffi- 
cult market conditions; the 
value of the pound is too 
high; the wet summer has 
dented expectations - one 
does start to wonder 
whether value for money is 
being secured. 


Surely the whole raison 
d'etre of high salaries to 
secure high flyers Is to 
ensure that companies are 
successfully managed 
through "difficult" times as 
well as the “easy”. 

Basil Towers. 

Christow Consultants, 

21 Blomsburg Square, 
London WClA 2NS. UK 
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Unification turns sour 

Mr Kohl could find himself ousted by disgruntled east Germans who no longer believe 
in his promise of nourishing landscapes', says Frederick Studemann 

R ichard Schroder who were prepared to tell mer communist Party of third of the workforce is in 
does not under- easterners otherwise. Democratic Socialism (PDS) the same job as at the time 
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R ichard Schroder 
does not under- 
stand his disgrun- 
tled neighbours in 
Blankenfelde. a suburb of 
east Berlin. “The houses 
here were all built in 1937. 
But since [German] unifica- 
tion [in 1990] we’ve had sew- 
age and water systems 
installed, telephones put in, 
pavements and roads built, 
and so on. The [communist] 
German Democratic Repub- 
lic did not manage to pro- 
vide any of that in 40 years. 
This system has done it in 
five." 

Yet in spite of the very 
visible improvements, the 
neighbours are not happy. 
While welcoming the bene- 
fits, they do not credit them 
to the government in Bonn 
or the “western system" - 
Instead they prefer to focus 
on high unemployment and 
the feeling of being 
second-class citizens In the 
bigger, united Germany. 

Almost nine years and 
over DMl.OOObn (£335.50bn) 
in public transfers after uni- 
fication there are thousands 
of Blankenfeldes across east- 
ern Germany where the 
results of reconstruction are 
offset by dissatisfaction 
fuelled by sluggish growth 
and high unemployment. 

Antipathy towards the 
west has found a voice In 
parties on the hard left and 
extreme right which suggest 
that east Germany should 
roll back many of its recent 
developments. 

This is deeply worrying for 
the mainstream (western) 
parties. Not just because of 
the implications for united 
Germany. With the federal 
election on September 27 
likely to be a close finish 
between Helmut Kohl's 
Christian Democrats CCDU) 
and the opposition Social 
Democrats <SPD), the east, 
where voters have already 
proved themselves less 
bound by party loyalty, 
could prove decisive. 

So why has east Germany 
gone so sour? The simple 
answer is that expectations 
were raised too high, too 
soon. Easterners went into 
unification believing, per- 
haps naively, that they 
would soon achieve the pros- 
perity enjoyed by their west- 
ern cousins. Wishful think- 
ing, certainly. But In the 
giddy summer of 1990, there 
were few people in the west 


who were prepared to tell 
easterners otherwise. 

The D-Mark gave eastern- 
ers hard currency and 
increased spending power, 
but thanks to an over- 
generous rate of conversion 
also wiped out one of the few 
advantages their clapped-out 
industries enjoyed: low 
prices. The western political. 




German 

elections 


administrative and legal 
systems, carried virtually 
wholesale across the Elbe, 
burdened the east with an 
overly complex framework 
which even westerners think 
needs reforming. “You could 
not have built up western 
Germany [after 1945] with 
the highly sophisticated sys- 
tem which had evolved by 
1990," says Kurt BiedenkppL 
Saxony's minister-president 
By extension, it will be hard 
to build up eastern Ger- 
many. 

Western-based trade 
unions eager to ensure the 
east was not turned Into a 
(heap labour zone won pay 
settlements which drove up 
labour costs and undermined 
productivity. And with the 
ending of a post-unification 
building boom, the economy 
is stalling. In the early and 
mid-1990s east Germany 
recorded growth rates ahead 


mer communist Party of 
Democratic Socialism (PDS) 
which casts itself as the 
defender of eastern interests. 
,The party is represented in 
the Bundestag, the federal 
parliament, and is strong in 
all eastern state parliaments. 

Far-right parties such as 
the German Peoples’ Union 
(DVU) have capitalised on 
economic insecurity, social 
malaise and racism. In April 
the DVU scored 13 per cent 
in state elections In Saxony- 
Anhalt. The party, or other 
1 far-right groups, stands a 
chance of scoring a similar 
success in elections, also on 
September 27, in the north- 
ern state of Mecklenburg- 
Vorpommern. 

While the PDS and the 
DVU sit at opposite ends of 
the spectrum, both call for a 
new political and economic 
settlement on the grounds 
that the market economy 
has foiled to deliver. 

Yet there is a case for 
arguing that east Germany 
is doing better than grim fig- 
ures suggest. Productivity is 
rising and in greenfield sites, 
such as the automotive 
industry in the south-east or 
the information technology 
sector in Saxony, is already 
at western levels. Economic 
realities have prompted local 
politicians and labour lead- 
ers to be flexible when it 
comes to work agreements 
and red tape. 

Business leaders such as 
Hans Olaf Henkel, head of 


Antipathy towards the west has found 
a voice in extremist parties which 
suggest that east Germany should roll 
back many of its recent developments 


of those in the west Since 
1997 that has been reversed. 

Having been enthusiastic 
converts to the western sys- 
tem, many easterners are 
now zealous malcontents. "If 
easterners compared them- 
selves to people in central 
and eastern Europe who also 
lived under communism, 
then unification, was good 
for them. But they don't. 
They compare themselves 
with the west and feel 
poorer," says Mr SchrOder. 

Their resentment has pro- 
vided powerful ammunition 
for parties such as the for- 


the Confederation of German 
Industry, point to east Ger- 
many as a model for the rest 
of the country. Companies 
such as Dow Chemical of the 
US, encouraged by substan- 
tial government subsidies, 
enthuse about the minimal 
hassle when building a pipe- 
line to a new manufacturing 
facility. “To build a pipeline 
in under two years is 
unheard of western Europe. 
Here we did It in less than 
that," says Yves Bobillier, 
president of Dow Europe. 

Easterners have learnt to 
be flexible. Less than one- 


third of the workforce is in 
the same job as at the time 
of unification. Add to that 
the transformation of almost 
every aspect of daily life, 
and one begins to compre- 
hend why many in the 
region feel the east has made 
greater advances than the 
west “It is sad that we have 
not transferred to the west 
our willingness to change," 
says Willi Polte, mayor of 
the eastern city of Magde- 
burg. 

ROdiger Pohl, head of the 
eastern-based Halle Institute 
of Economic Research, says 
the problem is one of percep- 
tion. "People who grew up 
thinking in terms of heavy 
industrial companies 
employing tens of thousands 
often do not register the suc- 
cess of medium-sized compa- 
nies making, say, bakery 
products." 

For Mr Kohl that view- 
point may prove fatal. Opin- 
ion polls show support for 
the CDU in the east down to 
29 per cent, almost 10 per- 
centage points less than the 
party’s 1994 election result. 
In addition, there is the drift 
to the extremes. 

On paper the far right, 
with its thuggish supporters, 
looks a more worrying pros- 
pect But none of the rightist 
parties are likely to trans- 
form strength in the east 
into a national presence. In 
fact the PDS could have the 
greatest impart. The party 
stands a chance of getting 5 
per cent of the national vote 
or at least three direct con-, 
stituency seats - the two cri- 
teria for entering parliament 
- on account of its support 
in the east 

If it succeeds, the complex 
arithmetic of German elec- 
toral politics could give the 
PDS the balance of power. 
With the CDU and SPD com- 
mitted to Sh tmning the PDS 
at national level, the result 
could be a grand coalition 
between the two major par- 
ties. This would not include 
Mr Kohl, who has ruled out 
serving in such a govern- 
ment. 

For tiie Mr Kohl, therefore, 
the bitter irony could be that 
just as the “flourishing land-, 
scapes" he promised eastern- 
ers in 1990 are coining into 
view in places like Blanken- 
felde, the "chancellor of uni- 
fication" may be evicted 
from office by disgruntled 
east Germans. 


r - , 


- 

* Tte 

9b 



-t * 

• ••-***■ 




^otho's 


'W S : 





** ....... 


•*■■■***: 


A* - 




t ■ : 


•£'v . 


•* *sr 








Ppthe 7 


FINANCIAL TIMES WEDNESDAY SEPTEMBER 23 1 998 


17 


tfce World r 


' D| ^ FIN AN CIALTIJ 


COMMENT & ANALYSIS 


■ .ctttA. 




■if; 


i, . Number One Southwark Bridge. London SE1 9HL 
Tel: 444 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Wednesday September 23 1998 


v **W*Mp »■*«;« *. 
T iasv- 

.. 

&*>*►****■ , ‘ 

■ ;jrr5U,T 

1 tv. „ 

n_' 

I 1 <>K*. T ■ 

'** >:»*■ ->Vt 7 t .. . 

*4*. 

Tp4i 

tiwrt. I** : 


Slow-motion lynching 

Bill Clinton has survived his ordeal by video. But, argues Gerard Baker, Republicans may prefer 
a drawn-out and excruciating contest to ending the impeachment process quickly 


Time to 
decide 
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When the American people 
elected Bill Clinton, they knew 
what they were getting. His vid- 
eotaped grand jury testimony 
merely demonstrates the presi- 
dent's striking consistency of 
strengths and flaws. Congress 
now knows what there is to know 
in this affair, it is time to move 
to judgment 

Mr Clinton is a man who easily 
succumbs to sexual temptation. 
He is prone to self-pity, and 
excuses his own actions in words 
which are at best evasive and at 
worst dishonest. In the process, 
he pays too little heed to the obli- 
gations of his office and oaths. 
He believes himself sufficiently 
adept with words and charm to 
outwit his opponents, and in the 
short run be is often right. 

In the long run, however, he 
cannot escape the consequences 
of his actions. It is for Congress 
to decide on those consequences. 
On the face of it, Mr Clinton's 
behaviour does not seem to be 
one of the “high crimes and mis. 
demeanours" to which impeach- 
ment applies. 

Historically, as the house judi- 
ciary committee said in consider- 
ing the case against Richard 
Nixon in the Watergate affair, 
impeachment has “involved 
issues of state going to the heart 
of the constitutional division of 
executive and legislative power". 
Mr Clinton’s behaviour - which 
is only peripherally related to the 
performance of his presidential 


duties - does not fit this ML 

But, as Alexander Hamilton, 
one of the founding fathers of the 
republic, observed, impeachable 
offences “are of a nature which 
may with peculiar propriety be 
denominated political, as they 
relate chiefly to injuries done 
immediately to the society itself". 
It is for the House of Representa- 
tives, which drafts the articles of 
impeachment, to make such an 
essentially political judgment. 

Though the house’s discretion 
is legally unfettered, its responsi- 
bilities to the American people 
are not. In particular, it owes the 
voters a sober, bipartisan and 
speedy examination of the case. 
On these criteria, the house, with 
Its Republican majority, does not 
seem to be serving its citizens 
well. 

The circus of the last few days 
- the release of the Clinton vid- 
eotape, the thousands of pages of 
egregious documentation, the 
party posturing - has taken the 
affair little farther forward. It Is 
time for the house judiciary com- 
mittee to reach a speedy derision 
on whether to recommend 
impeachment; and for the full 
house and the Senate to move 
rapidly ahead thereafter. With 
determination, this process can 
be completed in a matter of 
weeks. Congress owes it to the 
American people and the wider 
international community to pro- 
ceed soberly, impartially - but 
above all promptly. 
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The International Monetary 
Fund. Its own role under attack, 
this week highlighted the weak- 
nesses of another institution, the 
European Centra] Bank. Europe's 
single currency has no proper 
framework for crisis manage- 
ment, it said, and the ECB would 
not be ready to handle a large- 
scale financial crisis. The criti- 
cism is timely. 

The Maastricht treaty envis- 
aged a neaf separation of respon- 
sibility between the ECB, which 
fovould handle monetary policy, 
* and the national authorities, 

- which would continue to conduct 
financial supervision. These two 
roles overlap, though, in the 
event of a banking crisis, since 
an Injection of central bank 
money to avert a liquidity crunch 
amounts to an increase in the 
money supply. Post-Emu, the 
ECB. solely responsible for mone- 
tary policy, will not allow central 
h anks to manipulate the money 
supply through such central 
bank activities. National central 
banks will therefore be unable to 
act as lenders of last resort 

It will still be possible to deal 
with small-scale banking prob- 
lems at national level without 
resorting to central bank money 
creation. Other methods are 
available, such as pressure on 
sound banks to buy assets from 
the problem bank, or a bailout 
funded by taxpayers’ money. 

But if there were a metre wide- 
spread loss of confidence in a 


banking system, such measures 
would be useless. Only a direct 
injection of liquidity could be 
effective. 

With national central banks 
unable to act without ECB 
approval, the inescapable conclu- 
sion is that the ECB must have 
the capability of acting as a 
lender of last resort, even if this 
is only used in the most extreme 
circumstances. 

' wfflTftiiH capability must go £ 
set of rules and lines of commu- 
nication that can be followed in 
the event of a crisis, since the 
ability to act quickly is vitaL A 
crisis management role for the 
ECB may also require better 
information sharing agreements 
with national central banks. 

This issue is particularly press- 
ing because the risks of financial 
system instability are higher now 
than they have been for some 
time. The international financial 
system is in a fragile state. And 
monetary union will create its 
own set of risks. As well as the 
macroeconomic adjustments, the 
single currency will transform 
the banking sector, intensifying 
competitive pressures, and spark- 
ing a process of consolidation. 

The ECB has been rightly 
reluctant to interfere with any 
aspect or banking supervision. 
But It cannot ignore its role in 
maintaining Europe’s financial 
stability. The current ambiguous 
situation should be resolved 
before Emu begins. 


T o his enemies the video- 
tape was to have put a 
noose round President 
Bill Clinton's neck by 
providing irrefutable evidence 
that he had Bed under oath and 
obstructed justice. By revealing a 
man twisting and weaving his 
way through the straight ques- 
tioning of his prosecutors, the 
tape would prove to be as damn- 
ing of Mr Clinton as were the 
Watergate audiotapes whose 
release in April 1974 finished the 
presidency of Richard Nixon a 
few months later. 

Before the event. Democrats on 
Capitol Hill added to the sense of 
presidential jeopardy b; doing all 
they could to block the testimo- 
ny's public airing. They attacked 
the derision to broadcast it as a 
partisan action that, they argued, 
would compromise attempts at 
an impartial consideration of the 
case for impeachment. 

They need not have worried. 
Monday's extraordinary broad- 
cast of more than four hours of 
Mr Clinton's grand jury testi- 
mony in the Monica Lewinsky 
investigation seems to have been 
less Df a smoking gun and more 
of a toy pistol. Sure enough the 
president seemed evasive and 
uncertain at times. He rarely 
gave a straight answer to a ques- 
tion. One television network esti- 
mated he claimed memory lapses 
on important questions no fewer 
than 148 times - an average of 
one every one and a half min- 
utes. 

But the overall impression of 
the broadcast - or, to be precise, 
of the highlights shown on 
national television - was of a 
president that most Americans 
seemed to find more sympathetic 
than anyone had expected. The 
widely forecast flashes of guflt- 
concealing anger were nowhere 
to be seen. Instead he maintained 
a studied dignity throughout. 
The fears of his supporters that 
he would be sullied by being seen 
publicly discussing explicit sex- 
ual details were allayed by his 
agile avoidance of any direct ref- 
erences to sexual activity. 

And even the rare moments of 
irritation seemed bom of a genu- 
ine frustration at what be called 
“trick questions" by prosecutors, 
or of an understandable outrage 
at the efforts of his political ene- 
mies to trap him In the Paula 
Jones sexual harassment case - 
the lawsuit, subsequently dis- 
missed, that gave rise to the Lew- 
insky investigation. 

The whole event seems in fact 
to'have Teft ~Ameri cansTafgely ' 
unmoved. The first opinion polls 
yesterday showed increases in Mr 
Clinton’s approval ratings: 
according to one poll by USA 
Today, CNN and Gallup, 66 per 
cent of respondents approved of 
Mr Clinton’s performance as 
president - up from 60 per cent 
last week. Voters saying he 
should be impeached or should 
resign remain in the minority. If 
the aim erf releasing the video 
was to embarrass the president 
into resignation, it has failed, at 
least at the first attempt 
And there is reason to believe 
that the drip-drip of evidence into 
the public domain may now start 
to help the president The Starr 
report itself, published two weeks 
ago. the president’s testimony, 
and the 3.100 pages of other sup- 
porting evidence released yester- 
day seem to have been the bur- 
den of Mr Starr’s case. All the 
material produced so far repre- 
sents largely unchallenged accu- 
sations from the independent 
prosecutor that president tied, 
obstructed justice, tampered with 



witnesses and abused his power. 

Mr Clinton’s lawyers have bad 
no chance to cross-examine any 
witnesses nor to produce their 
own witnesses who might have 
exculpatory evidence. The White 
House yesterday pointed out that 
buried among Mr Starr's evi- 
dence was material helpful to the 
president. Transcripts show, for 
example, that Ms Lewinsky vol- 
unteered to the grand jury that 
no one had ever asked her to tie. 

Is Mr Clinton, then, about to 
break free of his chains? In spite 
of the positive reception his testi- 
mony seems to have been given 


Republicans, who 
despise Mr Clinton, 
have no intention of 
being sidelined by 
opinion polls 


this week, the answer is No. 

The reason is that the complex 
process of investigation and 
impeachment is now firmly in 
the political arena, and specifi- 
cally in the hands of a 
Republican -controlled Congress. 
The process is being driven by 
two separate groups of Republi- 
cans - a zealous, conservative 
infantr y, and a more though tfol, 
strategically directed leadership. 
For the present, for all the public 
reluctance to have Mr Clinton 
impeached, the motivations of 


both groups propel them In the 
same direction: on with the 
impeachment process. 

Conservative Republicans, who 
have long despised Mr Clinton, 
his wife and allies, have no inten- 
tion of being sidelined by opinion 
polls. The Starr report has 
handed them their opportunity. 
And they are, to Mr Clinton’s 
misfortune, heavily represented 
in the House of Representatives' 
judiciary committee, where the 
initial Im pcadhniwn t proceedings 
are faking place. The' reaction to 
Mr Clinton’s broadcast testimony 
of one conservative member of 
the committee. Bob Barr of Geor- 
gia, was typical: “No reasonable 
person could conclude that the 
president did not knowingly 
lie . . . This is a classic case of per- 
jury," he said. 

But Republican leaders in con- 
gress, especially Newt Gingrich, 
the Speaker of the House of Rep- 
resentatives, and Trent Lott, the 
majority leader in the Senate, see 
the impeachment process in 
rather broader political terms. 

While they may partly share 
the visceral dislike of Mr Clinton 
that their more aggressive col- 
leagues feel, the real opportunity 
they see in the Impeachment 
debate is not the removal of the 
president, but a tectonic shift in 
American politics that could 
leave the Republicans in the 
political ascendant for many 
years. 

On November 3, Americans 
will choose a new Congress. 
Republicans are defending major- 
ities of 21 seats in the 435- 


member House of Representa- 
tives and a 10-seat majority in 
the 100-member senate. Two 
months ago the indications were 
that those figures would not 
change much. But now, candi- 
dates for both parties are report- 
ing a sharp swing towards the 
Republicans at grass-roots levels. 

Democrats are worried about a 
possible mass desertion by their 
supporters, disillusioned by the 
tawdry nature of the Clinton- 
Lewinsky affair. The outcome. 
Republican pollsters say, could 
be big gains - of perhaps 20 seats 
in the House and five in the Sen- 


One clear effect of 
the Lewinsky affair 
seems to have been 
the disillusionment 
of Democratic voters 


ate. If that happens, this year’s 
election could come to be seen as 
a watershed, even more than the 
mid-term landslide of 1994. It 
could give the Republicans the 
kind of lock on both chambers 
the Democrats enjoyed for a gen- 
eration between 1954 and 1980. 

Republican leaders have 
watched, fascinated, as the 
events of the past month, begin- 
ning with Mr Clinton's grand 
jury testimony and continuing 
with the publication of the Starr 
report and its aftermath, have 


left Democrats aghast at their 
electoral prospects. Just when 
Republicans seemed to be losing 
many of the big domestic policy 
arguments - over health care 
reform, campaign finance, 
tobacco taxes and education - 
the Lewinsky affair has trans- 
formed their prospects. 

The best bet for Republicans, 
many strategists believe, is not a 
quick end to the Clinton 
impeachment process one way or 
the other, but the continuation of 
the long, excruciating ordeal for 
the president, at least until the 
elections. 

The electoral opportunity the 

Republicans seem to face throws 
up one obvious question: how is 
that polls suggest continuing 
support for the president to stay 
in office, but Democrats arc 
reporting defections that could 
cost them heavily in November's 
elections? 

The answer is twofold. Firstly 
voters are not telling pollsters 
that they approve of the presi- 
dent's behaviour, in fact, they are 
saying the opposite: they 
strongly dislike it. There seems 
to be a desire to punish Mr Clin- 
ton in some way, without forcing 
him out of office. 

The second factur concerns 
turnout. When voter turnout 
falls, the Democrats tend to be 
the losers. For socio-economic 
and political reasons. Republi- 
cans tend to be more assiduous 
voters than Democrats. One clear 
effect of the Lewinsky affair 
seems to have been the disillu- 
sionment of Democratic voters 
and politicians are expecting 
turnout overall to be much lower 
than usual. That should benefit 
the Republicans. 

In short, the principal unin- 
tended consequence of several 
more weeks and months of an 
impeachment process could be a 
si gnifican t political realignment 

But the Republican leadership 
knows it has to act with caution. 
The more moderate members of 
the party nurse lingering con- 
cerns of a voter backlash if it is 
seen to be pressing too energeti- 
cally ahead with impeachment 
That is why Mr Gingrich and Mr 
Lott have both adopted a public 
stance of statesmanlike hauteur 
towards the Lewinsky matter. 

“The whole thing is demeaning 
for the country, 1 * Mr Lott 
yesterday, carefully blaming Mr 
Clinton for allowing the contro- 
versy to drag on. “It’s just sad. I 
don't know of any other way to 
describe it," he added. 

If the Republican strategy suc- 
ceeds. it would result in the ulti- 
mate political irony. Having sup- 
ported his performance as 
president for the past few weeks, 
voters would be venting their dis- 
taste for what they see as Mr 
Clinton's personal failings on the 
Democratic members of congress 
who have done their best to dis- 
tance themselves from him. 

That is why the November elec- 
tions represent the next crucial 
phase in Mr Clinton's battle for 
survival. If Democrats lose 
heavily in November, whatever 
the opinion polls suggest, it will 
come to be seen as a referendum 
on the president. Mr Clinton will 
face renewed pressure, mostly 
from members of his own party. 

Many Democrats in Congress 
already hold Mr Clinton responsi- 
ble for the feet that the party lost 
its majorities in both houses in 
1994. If his own weaknesses 
inflict massive damage cm them 
in 1996, it may be Democrats, and 
not zealous Republicans, who 
take up the calls for his depar- 
ture. 
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If members of the Southern 
African Development Community 
(SADC) pursued their economic 
objectives with the same enthusi- 
asm they now display for mili- 
tary intervention, the region 
might be in better shape than it 
is today. 

Yesterday's despatch of troops 
from South Africa and Botswana 
to Lesotho In support of the 
embattled government of Pakali- 
tha Mosistii, the prime minister, 
is the second such deployment in 
the name of SADC in two 
months. Judging by the fighting 
and looting that has followed, 
Pretoria has precipitated a crisis 
4 which it meant to pre-empt 
’ It should have known better. In 
the case of the Democratic 
Republic of Congo (formerly 
Zaire), it was Zimbabwe and 
Angola that led the way, respond- 
ing to an appeal by Laurent 
Kabila. Democratic Congo's presi- 
dent. South Africa refused to 
send its soldiers, rightly fearing 
that it would be sucked into a 
conflict which requires an inter- 
nationally co-ordinated diplo- 
matic initiative. 

Pretoria would have been wise 
to exercise similar caution when 
Lesotho's prime minister, facing 
an army mutiny and growing 
opposition protests, called for 
help. Though tiny fry comparison 
with Congo, its troubled postr 
independence history should 
make it clear that there is no 
quick solution - least of. all a 
military one - to its political 
problems. 


An annulled election in 1970, 
followed by two coups, meant 
that it was not until 1993 that 
Lesotho was able to hold free and 
fair elections, only for the prime 
minister to be deposed In a row 
within the ruling party early this 
year. 

The poll that followed in May 
served to underline the weakness 
of the electoral system. Although 
the opposition parties won 40 per 
cent of the vote, under the “first 
past the post" system, Mr Mosis- 
111 and the Lesotho Congress for 
Democracy Party won 79 of the 
80 seats at stake. 

Resentment has been growing 
ever since, reinforced by an inde- 
pendent election commission’s 
report last week which expressed 
“serious concerns" about the vot- 
ing, although stopping short of 
calling for the poll be invalidated. 

As opposition leaders in South 
Africa have argued, there is no 
evidence that peaceful ways of 
resolving the dispute had been 
exhausted. Keeping beleaguered 
governments in power is one 
thing: finding a solution to their 
problems is another. 

Instead of sending in troops, 
Pretoria should lave continued 
to press for a negotiated solution, 
at the heart of which must be 
fresh elections under an electoral 
system which gives opposition 
parties a fairer share of parlia- 
mentary seats. Instead post- 
aporthcld South Africa’s first 
major military intervention has 
got off to a disastrous 
start 


Royals flushed 
from euro 

Once again, the British have 
teamed the had way: if you're 
not in the dub, you cant set foe 
rules. 

British ministers were so keen 
to make sure foe Queen's head 
would go on foe British-issued 
euro banknotes - if there ever 

were such things - that they 
persuaded their European Union 
colleagues to agree that 20 per 
cent of the fokfing stuff should 
be kept free tar “national 
features". 

But this has been overridden 
by the European. Central Bank's 
governing council, df which the 
UK isn't a member. So the 
British might have to be content 
with putting the Queen's head on 
the coins, which are minted 
nationally - or maybe it wffl be 
foe King's head by that time. 

However the the Treasury was 
doggedly insisting yesterday that 
the monarch's v isage mi 
banknotes would be an option at 
the Bank of England’s discretion 
if foe euro ever arrived in 
London. 

The official fine from foe KB 
is foal aflowing a different euro 
banknote design for each of foe 
11 euro member states would 
confuse foe public and 
encourage counterfeiters. Far 
better to stick to one design 

The ECB wffl have to do better 
than that it it wants to win over 
sceptical Brits. The UK's four 


constituent nations and 
surrounding tax haven islands 
have 11 different issuers of 
sterling banknotes - the same 
number the ECB thinks would 
overload its sensitive citizens. 

Discord 

Another of those seemingly 
computer-generated corporate 
names is upon us. After Fortis, 
Novartis and the like comes 
Acordis - Akzo Nobel’s moniker 
tar the fibres operation It hopes 
to divest itself of soon. 

Tlie cod- classical nomenclature 
at least embodies foe initiate of 
Akzo and Courtaulds, foe UK 
producer taken over by the 
Dutch group this sunmer. For 
the rest, the company couldn't 
say what It meant, though a 
search had made sure it didn’t 
convey anything “unacceptable' 
in any world language. 

But offence has been taken an 
Akzo's doorstep. An 
Amsterdam-quoted engineering 
eonsidtancy called Arcacfe is 
mudlkig legal steps to prevent the 
use of a name so similar to Rs 
own. Arcadis was called Hetetemf] 
until last year, when it decided 
that its international expansion 
was being hampered by a name 
that only the Dutch could 
pronounce. 

The mam danger of confusion 
could arise if AcorcSs also found 
itself with an Amsterdam bourse 
listing. This b me option, but 
yesterday Akzo said reassuringly 
that ‘afl factors that could create 


problems as regards the new 
name have been considered”. So 
look out for a trade sale or 
management buy-out. 

Home run 

Flushed with his (partial) success 
hi throwing money into the stock 
market, Donald Tsang, Hong 
Kong's financial secretary has 
turned his attention to the equally 
siting property sector. He has 
bought an apartment in the plush 
Mid-levels district at a 
knock-down price. 

Sentiment played a part in his 
decision: foe flat was once 
owned by his late father. He 
certainly doesn't need the space 
- more than ample 
accommodation comes with his 
job. 

Some suggest that it could be 
a retirement pad - or even an 
investment Hong Kong used to 
have a word for people who 
bought flats they did not live in: 
speculators. The word has been 
in common currency in recent 
weeks - Tsang hlmsetf uses it a 
lot his foray into the stock 
market was triggered by a desire 
to stamp out speculators. 

Latterty, Tsang has changed 
the semantics, and “speculators" 
have become “manipulators”. In 
the equity markets, at least 

Cabinet crush 

Raghuraj Pratap Singh, foe 
programme Implementation 
minister in Uttar Pradesh, hasn't 


signed off a single project in his 
year in office. 

That’s about as busy as It gets 
for a lot of his ministerial 
colleagues. Stitching together a 
ruling coalition after last year's 
elections meant satisfying so 
many small parties foal India's 
most populous state ended up 
with one of the world's most 
populous cabinets - there are 93 
ministers. 

“We are ministers in name 
only,” says dairy development 
minister Sunder Singh Baghel, 
while junior tourism minister Lalu 
Singh Chauhan complains that 
hb boss keeps all the work for 
himself “despite my repeated 
requests”. Chief Minister Kalyan 
Singh admits that some ministers 
may be idle “but I’ll look into it 
and streamline work distribution 
soon”. 

Too soon for some, perhaps. 
“We get official cars, bungalows 
and other perks,” says science 
and technology junior minister 
Satish Sharma. “So what If there 
b no work now?" That’s the 
spirit 

Thanks, but . . 

Nigerian leader Abdu isal ami 
Abubakar b due in Washington 
today to talk about external debt 
relief. The US State Department 
it seems, has been keen for him 
to meet Bill Clinton, but the 
Nigerians are said to be having 
last-minute doubts. Might not 
help the military dictator’s 
international image. 


100 years ago 

Coup d'Etat In China 
Shanghai, 22nd September. A 
rumour is current to-day that 
foe Emperor of China is dead. 
No details are given. It b 
stated that the gates of Peking 
are closed. 

Peking, 22nd September. The 
rumours as to the Emperor 
having resigned in iavour of 
the Dowager Empress are 
confirmed in an edict Issued 
to-day. The Emperor's Chief 
Adviser has fled, ft Is expected 
that Li Hung Chang win now 
be reinstated. 

50 years ago 

America In Europe 
The apprehensive 
preoccupation of Americans 
with foe European political 
situation, and with Berlin as its 
storm-centre, continues to find 
its most obvious reflection in 
foe erratic and indecisive 
course of the New York stock 
market Many observers agree 
that improved relations 
between Russia and the 
Western Powers would bring 
an immediate and vigorous 
response from Wall Street The 
caution of Wall Street b 
symptomatic of a widespread 
realisation In America that tire 
widening rift between East and 
West may soon impose even 
heavier obligations on 
America. 
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Crude plan 


From Brent crude to beat crude? That 20 
of the world's top oil executives have 
Cleared their diaries to attend a two-day 
strategy conference smacks of a cartel 
Naturally, the suggestion that this meet- 
ing could be used to thrash out support 
for the ailing oil price Is vehemently 
denied by all concerned. But such price 
fixing arrangements are hardly going to 
be on the formal agenda. And the oil 
industry, alter all, is home to one of the 
world's most established cartels: the 
Organisation of Petroleum Exporting 
Countries. 

Ironically, Opec's recent failure to shore 
up the price of oil furnishes a rather good 
argument for not bothering with price fix- 
ing - even a cartel Is no match for a 
fundamental imbalance of supply and 
demand. Also, help may be at hand from 
even more basic forces. Hurricanes have 
closed several western refineries, helping 
to run down stocks. And fears that the 
western winter will be harsh have allowed 
oil prices to creep back above 815 per 
barrel in the US and above $14 In the UK. 

But the oD bosses will not be short of 
other things to chat about. Following the 
BP Amoco merger and Royal Dutch/ 
Shell’s profit wanting, restructuring and 
consolidation is on everyone's lips. This 
conference may do nothing for oil prices 
in the short term, but If it sows the seeds 
for future mergers it will have more than 
achieved its aim. 

European carmakers 

-" Despite forecasts of record-breaking car 
sales in 1998, shares in Europe's car- 
makers have plunged. Fiat and BMW have 
led the pack , downwards; both underper- 
forming the FTSE Eurotop 300 index by 
nearly 30 per cent in the last three 
months. Only Daimler-Benz has outper- 
formed, largely on hopes of savings from 
its merger with Chrysler. Otherwise, the 
economic fall-out from emerging markets 
and the slower growth predicted for the 
high-margin UK market has led to radical 
pruning of earnings forecasts. 

Yesterday’s first-half results from flat, 
with operating profits down 28 per cent, 
show how its forays in Russia and Brazil 
have suffered from the fimmriai turmoil. 
And in Europe persistent pricing pres- 
sures and aggressive Asian exporting 
have cut margins to the bone. Its car 


Share price rebate to the FTSE Bsutop 300 Index 
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division showed a return on sales down to 
Just 0.4 per cent, against 3 per cent the 
previous year. In the absence of renewed 
government incentive schemes for new 
car buyers in Italy, Fiat is right to expect 
a grim second ball 

Those - like BMW (which includes 
Rover) - with substantial, exposure to the 
slowing UK economy w£Q find Mm Ing a 
growth hantgolng. But healthy demand 
and a favourable replacement cycle In the 
rest of continental Europe, which has ben- 
efited the French carmakers, should offer 
solid support However, this may post- 
pone the capacity-reducing consolidation 
that the sector's shareholders must crave. 

Swisscom 

. How can one proceed with a $6bn share 
offering in current market conditions? If 
tbe sfock being sold is a European tele- 
communications operator is the answer. 
True; the . Swiss government has scaled 
back its offering of Swisscom shares. But 
unlike telecoms equipment manufactur- 
ers, which are heavily exposed to troubled 
emerging markets, most operators have 
relatively secure domestic earnings 
streams: Indeed, triflem-m services stocks 
have held up so well that another slug of 
France Telecom shares win probably be 
offloaded on to the market before Christ- 
mas - in the process, pipping Swisscom to 
the post as largest European offer of the 
year. 

The Swisscom story itself is fairly run 
of the mm. On the plus side, new manage- 
ment is taking an axe to the bloated cost 


base In. preparation for partial privatisa- 
tion. Swisscom also benefits from a pro- 
portionately larger mobile business than 
most of Its peers. On the minus side, it is 
extremely reliant on high-margin interna- 
tional calls. As comp e t i tion gathers pace, 
these profits will he squeezed. 

That mW , the shares look dwp assum- 
ing they- are sold wttfrtn the Indicative 
valuation range. Next year's price/eam- 
ings multiple would be 15-16 compared 
with nearer 20 for its peers. The virtually 
simultaneous France Telecom offering 
could tefld to some Investor indigestion. 
But add in the attraction of a dividend 
yield of 34 per cent - more than 10-year 
Swiss government b on ds - and tbe shares 
are worth buying. 

Tesco 

Tesoo's halo has had a ragged appear- 
ance of late. When it led the pack with 
profits downgrades in the summer, the 
share was quickly punished. Its main 
competitor, J. Sainabury, has shown a 
clean pair of heals in recent months. Sub- 
sequent profit downgrades for all -the 
main food retailers showed Tesco was not 
suffering alone. And yesterday ' s news of 
2% per cent hke-for-hka sales growth con- 
firms that the bottom has not dropped 
out; this is broadly in lwm with its super- 
store peers. 

The stag is that investors have come to 
expect better. Perhaps some marketing 
tricks will perk up ssdes, but with Salis- 
bury apparently purged of its own-goal 
habit, the performance gulf wQl not easily 
be repeated. If there is consolation, Teu- 
co's value strategy cMmen nicely with a 
slowing economy - though competitors 
have recently shown they are happy to 
beat the same drum. 

Tesco will not need to be told that it 
neglects its backyard at its perfL New 
stores in central Europe and Thailand 
may sound good, hot they have still to 
make money. That said, Tesco ' b next step 
is clearly to establish itself as a credible 
global retailer. There are encouraging 
signs of progress, but profits will need to 
start flowing for the stock to start outper- 
forming its peers again. The interim 
period may well be fairly subdued, espe- 
cially in the UK Even so, there are not 
many better places to find refuge from 
stormy markets. 
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Europe today 

Most of western, central and 
eastern Europe wffl be settled with 
rooming fog clearing to sunshine. 
Southern Norway and Sweden wifl 
be dry with sunny spells, but the 
northern mountains and fiords wffl 
have more cloud with outbreaks of 
rain. Finland win be cool with sunny 
spells In the south but northern 
areas and north-western Russia wffl 
have sunshine and showers. 
Northern and western Turkey, 
western areas of the Mediterranean 
and much of Spain wIN be unsettled 
with showers. 

Five-day forecast 

Cold conditions wiU spread across 
northern and eastern Scandravta 
from Thursday, bringing the chance 
of Boms wintry showers In the 
north. The western Mecfiterranean 
win remain unsettled with thunder- 
storms until the weekend. The rest 
of Europe wtfl continue mainly fine, 
but it wifl become unsettled (ram 
the west 
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President likely to face, ^ despite: polls 


By ffleftand Woffle ta Washington 


Congressmen Investigating the Starr 
report's allegations against Presi- 
dent Bill Clinton appear likely to 
vote to begin impeachment inquiries 
next month in spite of indications 
that public support for such a move 
is falling . 

A Gallup poll published yesterday 
revealed Mr Clinton's approval rat- 
ings rose from 60 to_66 per cent on 
Monday, following the unprece- 
dented four-boor broadcast of his. 
evidence before the Starr inquiry. 

His disapproval figures fell from 34- 
to 31 per cent and the proportion In 
favour of Impeachment fell from 85- 
to 32 per cent, although 39 per cent -- 
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Staff on the House of Representa- 
tives Judiciary committee said com- 
mittee members - both Republicans 
and some Democrats - were "lean- 
ing towards" holding further inqui- 
ries Into impeachment after the 
remaining IS boxes of evidence 
uncovered by the inquiry into the 
Monica Lewinsky affair have been 
released. 


Mr . Clinton, is .accused -4f , 11. 

i ropeachahl*actioDs , in^h yUng -^y fo g ~ 
under cMrtii on several baaskma-in.. 
an attempt to coyer up Ms lS^noiitb ; 
affair with Mb Lewinsky. 

- -The president is also’ accused, of - 
seeking to obstruct -justice -and " 
tamper with the evidence of wit- 
nesses, including Betty Carrie,; Ms , 
personal secretary. 

Committee' members say they 
have not decided .whether to request . 
for mal im pftarht^pnt hearings,", hut 
Republicans appear to want further 
inquiries- ; ; - * 

Charles Canady, a Republican/ 
committee member, said; *T think we 
--are- looking at serious evidence -that 
points to a conclusion tbe .president 
may have committed perjury before 
the grand jury." -.- * 

Trent Lott, the Republican leader 
In the Senate, yestmday urged Mr 
Clinton to answer questions on Ms. 
conduct before Cangress^bixt indi- 
cated that would - probably not '■ 
resolve. the issue of any fflegal. con- 
duct, - . r 

- “Any time the presutent^rames. for- 
ward and comes -jdean id > forpud . 
setting. . . it would probably be a pos- 


itive development,” Mr, Lott said, 
“the whole thing fa demea n ing for 
the cowitty." 

' Tmpf nr'h Tn **n* 7 lpi ^^ g s would only 
begin with, the fasting of the full 
House of Rejkesentatlves, and are 
lively ta be fiercely opposed by 
' Democrats on the judiciary 


Committee members are reviewing 
the unpublished .evidence with the 
atm 'of releasing it. to. . less than a 
week. Qnly .two boxes of evidence 
; reinfttog more than 3,000 pages pub- 
lished on Monday; have been viewed 
by the public. - 

The White House yesterday 
repeated - attacks on Republican 
congressmen, for releasing evidence 
"to embarrass- the president".' 

Meanwhile, -Mr Clinton yesterday 
met Keizo. Ohuchi, the Japanese 
prime mnister, at the United Nations 
to rtkwiwtg the ailing Japanese econ- 
omy. He acknowledged Mr Obuchi 
could only 'achieve what was "politi- 
cally possible” to reform Japan's 
banking system. : .. .. 

Edftnrial Comment, Kaenrer and Stow- 
mpBon lynching. Page 17 
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France plans reserve fund to 
cope with pensions shortfall 


By Robert Graham ta Paris 


France's Socialist-led government is 
to set up a special reserve fund in 
1999 to cope with the expected surge 
In demands on the state-run pen- 
sions scheme early next century. 

A report is due early next year on 
the problems of dealing with 
France’s pension overhang. But the 
plan for a Special fund - nnnnnnrpri 
yesterday by Martine Aubry, the 
employment and social services min- 
ister signals the government’s 
resolve to avoid adding to the 
already high pension contributions 
paid by employers and employees. 

The total annual contribution to 
the new reserve fund is expected to 
be more, than FFriObn ($1.65bn). 
Dominique Strauss- Kahn, finance 
minister, said tbe fund would have 
"several tens of billion francs [at Its 
disposal] between 2005 and 2010" - 
the crucial period when France’s 
"baby boomers", bora in the decade 


or so after 1945, begin to retire. The 
fund will .be. started with FFnbn 
found from surpluses from, the- old- 
age solidarity fund. This was set up - 
in 1993 to help the ageing Jobless. 
However, as .soon as the reform, of 
the country's savings banks is under 
way next year, part of their profits - 
about FFrtbn-FFrfihn a year - will 
be set aside for the fund. Mr Strauss- 
Kahn -also said that,, from. 2000, 
money from privatisation receipts 
could be maria available. Next year’s^ 
net receipts are expected to reach 
FFrl7.5bn- . . 

The idea of such a pension reserve 
was first raised in 1992 by Pierre 
Beregovoy, the then Socialist pre- 
mier, Yesterday officials insisted the 
■initiative could not In itself cover 
the expected pension deficit. How- 
ever, they said it was a political ges- 
ture by Mr Jospin which underlined 
the importance of alerting public 
opinion to the pension problem. 

The government also announced 


next. year's pensions would continue 
to be pegged to inflation, not to wage 
rises. This practice, begun in 1998, 
was due to end this year. 

Ms Aubry further promised to 
bring the social security budget into 
balance in 1999 for the first time In 
15 years. Apart from tighter manage- 
ment, the minister said doctors and 
pharmacists would be penalised if 
they flailed to . honour their budgeted 
prescription costs. 

On the more general issue of 
social security contributions, Ms 
Aubry Indicated the government 
was still flar from a -decision on how 
to reform, the current regime. It 
imposes high costs on employers, 
penalising job creation. 

Any change, especially cutting 
employer contributions for unskilled 
low-paid Jobs, is likely to wait until 
the government fleshes out the 
details next year of how the 35-hour 
week will be introduced from the 
year 2000. - 
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Profits toss at Goldman Sachs 
causes fears for public offer 


Si VWlite 


'^Srr-r 


Goldman Sachs, the US Investment bank, 
posted a tall in third-quarter profits, causing 
speculation that market weakness may force it 
to postpone its forthcoming Initial public offer- 
ing of 10-15 per cent of the firm. Rage 21 
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Movicom faces fresh challenges 

Argentina's Movicom has a 60 per cent stake In 
the domestic cellular phone market. However, it 
[nay be facing a challenge. It is competing for a 
licence to provide nationwide basic telephony 
and a long-distance service from November 
1999 as part of state deregulation. Page 21 
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German Woolworth stores to be sold u ? mer f r 

values at 

M£?S 5 EKK Venator completes move to speciality retailer Inwost fnr 


Tesco posts sales growth slowdown 

Tasco, the UK’s biggest supermarket group, 
posted Interim pre-tax profits up 6 per cent to 
2371 m ($61 2m). However, comparable sales in 
the first five weeks of the second half were 2.5 
par cent ahead, down from 8 per cent in the 
same period last year. Page 23; Lax, Page 18 

Christiana pulls off unlikely merger 

When Norway's Chris- 
tiana Bank, agreed last 
week to merge with 
Fokus Bank, Norway's 
fourth largest, and with 
state-owned Postban- 
ken, Tom Ruud (left). 
ChrBflana chief execu- 
tive, achieved the 
impossible. The Norwe- 
gian financial industry 
seemed unable to fol- 
low the global trend for 
banking sector consolidation. Previous attempts 
at such tie-ups were resisted by shareholders, 
directors or political powers. Page 22 


Venator, the US retailer 
formerly known as Woodworth, 
yesterday shed the last vestige 
of its old name by announcing 
the sale of Its 357 variety 
stores In Germany for $552m 
The buyer is a management 
teem backed by Electra Flem- 
ing, the UK private investor. 

The sale marks thp end of 
Venalor’s transformation to a 
speciality retailer. 

It is now a collection of 
small stores in a variety of for- 
mats including the Foot 
Locker sports shoe chain and 
Champs Sports stores. 

The company was founded 


by Frank W. Winfield in 1879 
and became one of the world's 
biggest retailers. But facing 
rising losses from its outdated 
general merchandise 
operations, the company 
dosed its last Woolworth store 
in the US in 1997, having sold 
its UK general merchandise 
stores to Britain’s Kingfisher 
group in 1982. 

The sale of the German 
operations, known as Deutsche 
Woolworth. represents one of 

Germany's biggest manage- 
ment buy-outs. 

It comes as growing num- 


bers of UK and US based pri- 
vate equity investors are mov- 
ing into Germany. 

Last month. Kohlberg Kravis 
Roberts, the US private equity 
investor, acquired the paints 
group Herberts from the chem- 
ical group Hoechst in Ger- 
many's largest leveraged 
buy-out 

The Deutsche Woolworth 
Investment Includes equity 
worth around DMlSOm 
($82J&n) and is backed by a 
further DMSOOm in lending by 
Bayerische Hypo- und Verdns- 
bank, the Munich-based bank. 


Electra Fleming will take a 
90 per cent stake and the exist- 
ing management led by Man- 
fired Schtameier. chief execu- 
tive, is taking the remaining 10 
per cent 

Legal & General, the UK 
investor, was also in the race 
to acquire Deutsche Wool- 
worth, along with other Ger- 
man-based bidders. 

The group made profits last 
year of DM 44. 6m on sales of 
DM2£5bn. Faced with a stag- 
nant retail market the com- 
pany has restructured to 
improve purchasing and logis- 


tics and has shifted to some 
part-time working to cut costs. 
The company said yesterday i( 
wanted to grow the business 
by increasing sales and had no 
plans to cut jobs. 

Electra Fleming, which has 
made other acquisitions in 
Germany, said it would proba- 
bly keep its investment for 
three to seven years and would 
eventually float the company. 

Venator said the sale w*ould 
would result in after-tax gain 
of about $16m, or 12 cents a 
share. 

It also announced that it 
would use some of the $440m 
net, after-tax proceeds from 
the sale to buy back $200m 
north of its shares. 


lowest for 
18 months 


By WDUani Lewis In New York 


The US mergers and 
acquisitions Industry has hit 
its lowest period for IS 
months, according to Securi- 
ties Data Company, the merg- 
ers and acquisitions data con- 
sultancy. 


Eni profits rise by 39% 


Italian energy group bucks gloomy industry trends 


By Paul Batts in Iffim 


Gutierrez may boost Kellogg 

The sudden departure of two top executives 
from KeHogg, the US breakfast cereal group, 
win boost shareholders’ hopes that Carlos 
Gutierrez, the company’s new head, can reverse 
Kefiogg's flagging performance. Page 21 


Investors in Turkey blame Yilmaz 

The latest scapegoat 
for Turkey's Investors, 
keen to explain the 
rocky time they have 
had since Russia's de 
facto devaluation of the 
rouble last month, is 
Prime Minister Mesut 
Yilmaz (left). On Friday, 
hopes that he would 
postpone a bitterly 
resented capital gains 
tax led to a 17 per cent 
jump on the benchmark nafionahlQO index but 
when full details became known yesterday, it 
was dear the concessions fell short of expec- 
tations. Emerging Market Focus, Page 38 


Rni, Italy's matti energy group 
and the world’s seventh-larg- 
est oil company, yesterday 
reported a 39.4 per emit rise in 
first-half net profits, to 
L3£50bn ($2.1bn). 

The group’s Ll,000bn rise in 
profits, on a 6.4 per cent 
decline in revenues to 
L28,768bn, went against gen- 
eral oil industry trends, with 
competitors recently reporting 
fiat or lower earnings. 

Even after stripping out spe- 
cial gains totalling L700m, 
first-half eamingB were 18.5 
par cent higher than last 
year’s L2£20bn. 

But Franco Bernabe, chief 
executive, warned the second 
half would “not be as good", 
although full-year net profits 
would not be lower than last 
year’s Lfi.ll8bn. He said he 
wanted to speed up rationalisa- 
tion of downstream refining 
and marketing operations 


through a possible alliance. 
“We are studying different 
options to make our down- 
stream operations stronger 
and we hope to conclude a deal 
next year," Mr Bernabe said. 

An alliance similar to the 
partnership between Royal 
Dutch/Shell and Texaco 
appears one option. Analysts 
believe Eni could team up with 
the Dutch and US groups. 

Eni’s performance, at a time 
when oil prices have collapsed, 
was attributed to several fac- 
tors. These Included continued 
strong volume growth in cer- 
tain parts of the business, 
including a 4 per cent rise in 
upstream hydrocarbon produc- 
tion; an Improve ment in mar- 
gins, especially in downs tr eam 
operations because of lower 
feedstock prices and a decline 
in corporate taxation in Italy. 

Its extensive gas business 
continued to provide steady 
profits, but Mr Bernabe said he 
was not waiting for gas 


deregulation in Italy to 
reshape the business to com- 
ply with the new rules. 

He saw the mainly domestic 
gas business becoming increas- 
ingly regional, with Eni seek- 
ing to be leader of the sector in 
the southern Mediterranean. 

On upstream operations, Mr 
Bernabe said, the company's 
strong position enabled it to 
take a longer-term approach. 
He added that, while the com- 
pany was “revising and recon- 
sidering" some projects, it was 
under no pressure to make 
“hectic cuts”. Eni reduced net 
debt by a further L4,000bn in 
the first half. 

He remained bullish about 
oil industry fundamentals. 
“There is a short-term problem 
of stocks but when stocks are 
brought hack in linp with mar- 
ket expectations, oil prices 
should go back to a reasonable 
trading range of $16-$18.” 



Lax, Page 18 


Ponctertog the options: Eni chiof executive Franco Bernabe 


UBS takes control of LTCB joint ventures 


By Paul Abrahams hi Tokyo 
and WBSatn Hsfl hi Zurich 


UBS, the Swiss bank, 
yesterday acquired controlling 
stakes in three joint ventures 
with Long-Term Credit Bank 


disclosed. UBS also refused to 
name new partners who will 
boy 16.7 per cent of the share 
capital of LTCB Warburg, its 
Japanese investment hawWng 
operation, which will now 
operate under the Warburg 


of Japan, effectively ending Dillon Read name. 


their alliance. 


Shares in LTCB, the trou- 


The move gives UBS, one of hied bank whose fate is being 
the top foreign asset manage- argued over by liberal Demo- 


ment groups in Japan, a sub- 
stantial presence In invest- 
ment banking, «mI makes it 
one of the few fully opera- 
tional private banking 
operations in the country. 

Terms of the deal were not 


cratic Party and opposition 
politicians, closed unchanged 
at Y2L UBS shares in Zurich 
rose SFrS to SFrS90. 

UBS will increase its stakes 
in the private banking joint 
venture and the asset manage- 


ment joint-venture from 50 per 
cent to 100 per cent The latter 
has about Yl,900bn ($13.6bn) 
worth of assets under manage- 
ment and about 130 staff. 

UBS will not increase its 50 
per cent share In the invest- 
ment banking joint venture, 
but, combined with the 16.7 
per cent stake of the third 
party designees, it gives the 


May with a staff of nearly 1,000 
and a proposed capital of 
YGObn, is the biggest of the 
three joint ventures, and the 
one where UBS has most to 
lose. 

The Swiss bank's elaborate 
p lans for a frill alliance with 
LTCB have unravelled follow- 
ing' leaks to the press about 
liquidity problems at the Japa- 


bank majority control of the nese institution. 


business which employs about 
SOOTpeople. UBS Indicated that 
management changes would 
occur. 

The investment banking 
Joint venture, which began In 


UBS has operated in Japan 
for 80 years and acted for over 
400 corporate clients. But 
LTCB has a far bigger corpo- 
rate customer base, which 
Warburg Dillon Read needs to 


tap if it wants to become a 
premier Japanese investment 
bank. 

The Swiss bank’s decision 
not to increase its stake in the 
investment banking joint ven- 
ture, and to bring in new part- 
ners, reflects an attempt to 
retain the major benefit of the 
joint venture without jeopar- 
dising its creditworthiness. 

UBS stressed that its jointly- 
owned investment bank will 
be functionally integrated in 
UBS for risk, management and 
operational purposes. 


Patching up bank deal. Page 10 


total fails to hit SlObn, it will 
represent the slowest period in 
US M & A since mid 1995. 

Over the past two years, the 
M&A market in the US has 
boomed, with a record SlJSObn 
worth of deals announced. Pro- 
viding advice an M&A has 
proved one of the highest mar- 
gin activities for Wall Street 
investment banks. 

For companies, the M & A 
boom has proved positive. 
Most takeovers have been all- 
stock or part-stock and part- 
cash. helping boost stock 
prices. 

SDC’s data show that since 
the US stock market peaked in 
mid July there has been a shift 
towards all-cash deals. 

From January 1 to July 17. 

18.2 per cent of the deals 
announced in the US were all- 
cash. From July IS to yester- 
day. 27.8 per cent of all 
announced deals were all-cash. 

The proportion of all-stock 
deals has fallen from 81.8 per 
cent in the year to July 17 to 

72.2 per cent of the deals 
announced between July 18 
and yesterday. 

Yesterday Tyco Interna- 
tional became the latest com- 
pany to announce an all-cash 
deal. It is paying 5460m in cash 
to takeover Graphic Controls, 
the disposable medical prod- 
ucts manufacturer owned by 
Bessmer Holdings. 

Tyco has completed numer- 
ous deals in recent years, often 
using its own stock. “Graphic 
Controls is on excellent addi- 
tion to our growing disposable 
medical products group,” said 
Dennis Kozlowski, Tyco’s 
chairman and chief executive. 
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Change in tracking terrain 
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This summer’s setback for the 
US arid European stock 
markets has been the sharpest 
since the crash of 1987, with 
Wall Street down some 15 per 
cent from the July peak and 
the bigger Continental 
European markets down 2&3Q 
percent- 

Few fund managers had 
ridden the long uptrend more 
successfully than the big i n d e x 
trackers. But will Investors be 
willing to track a choppy 
market sideways for a 
protracted period, let alone 
downwards? 

Many index-tracking issues 
are explored in the report 25 
Year s of Indexing by toe fond 
management consultancy team 
at PricewaterhouseCoopers.lt 

has been produced for the 
world's biggest index tracker 
Barclays Global Investors; 
but the following views ore 
mine. 

The world’s first tracker 
fund was launched in 1973 by 
Wells Fargo (by a division now 
owned by BGD. Only in the 
mid-1980s, however, did toe 
Idea really catch on. 

Mow it is estimated that 23 
per cent of institutional equity 
mandate* are indwrad in the 
US, and 20 per cent in 
the UK 

Retail tracker ftmds have 
grown fast in the 1990s but 
remain relatively small, for all 
the efforts of Vanguard, toe 
leader In US index tracking 
mutual funds. 

Some |70bn of US equity 
mutual funds are indexed, but 
this is only about 3 per cent of 
the total 

Big, efficient stock markets 


with strong uptrends represent 
Ideal territory for tracker 
funds. 

Over the 10 years from 1988 
to 1997 inclusive, the average 
annual total return cm the S&P 
500 was 17 per cent. 

Tracker funds have an but 
matched this, but active US 
institutional funds have 
typically underperformed by 
1.2 per cent a year. 

In the UK. the 

imripq wrfnrr nBTwy by 

Institutional managers has 
been only half as great, though 
this result is probably flattered 
by survivorship bias: 
disappointment has been 
serious enough for investment 
consultants to be strongly 
recommending an increase In 
index fund allocations at the 
moment 

However, in less favourable 
conditions the trackers can 
struggle. 

Specialist active managers 
have beaten the small cap 
indices in the US and UK by 
rather more than 2 per cent a 
year. Actives have surpassed 
the Tokyo index by a simflar 

margin in the 19906, an 
example perhaps of how they 
win exploit juice distortions in 

an inefficient market 

Claims that active managers 
outperform daring bear 
markets are in fact only partly 
justified by the statistics. Yet 
we can note toe di-rnial fate of 
HSBC's Tiger Index unit trust, 
which has lost more than 60 
par gwit in a year, even more 
tbflti Tniret Bhrrilar active Aldan 
regional ftmds. It has now 
suffered the indignity of 
suspension because of 


Malaysia’s capital controls. 

In the western markets, 
however, traditional managers 
have played Into the hands of 
the trackers: their expanses 
(hot least, salaries and 
bonuses) have risen steadily 
daring the long bull phase, 
and the cost of the active 
funds’ “race for information’’ 

Is plainly out of 
proportion to the impact on 
performance. 

Eventually, though, the 

trackers’ market share will get 
large enough to open up new 
some for active managers. 
Already the quarterly review 
of FTSE 100 constituents 
provides a regular harvest for 
active traders: incomers gain 
10 per cent in a few weeks 
before the date of inclusion, 
while demotees lose 12 per 
cent (though these changes are 
partly reversed later). 

More seriously, last year's 
bubble in toe UK’s retail banks 
sector may have been largely 
caused by underweight 
trackers. 

BFs takeover of Amoco, 
raising its Footsie weighting 
by a third, now threatens 
farther distortions. Indeed, in 
the US the long-term torrent of 
tracker money Into large cap 
stocks could explain much of 
the 3 per cent annual slippage 
of the Russell 2000 against the 
S&P 500 over the past decade. 

Bull market momentum 
effects may have 
exaggerated the relative 
appeal of indexation. But 
active managers must surely 
cut their costs if they are to 
mount a successful 
counterattack any time soon. 
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In each of the past three 


wc-eks, the value of takeover 

Vh 

deals announced In the US has 


been less than $10bn. The last 

idi' 

time such a sequence occurred 

JR 

was in March 1996. 

te. 

"We have a big contraction 

UtC 

under way.” Richard Peterson 

id 

of SDC said yesterday. “Uncer- 

Ur 

tainty in global markets has 

a! 

caused bankers to fumble." 

Ut 

The first three weeks of Sep- 

?.TI 

tember have seen the 

JT.U 

announcement of deals worth 

so 

a total of less than $20bn. So 

r.ir 

far this week, agreements 

mi 

worth S3.4bn have been 

hr 

announced. If the end-of-week 

itn 
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COMPANIES & FINANCE: ASIA-PACIFIC 

AUSTRALIA OUTGOING CHIEF/WARNS OF FURTHER SLIDE IN RESOURCES GROUP'S ASIAN MARKETS 


Broken Hill chairman apologises for poor performance 


fears 


By Gwen Robinson 
In Melbourne 

The chairman of Broken Hill 
Propriety, the Australian 
resources group, made an 
unprecedented apology for 
the company’s poor perfor- 
mance at the annual share- 
holders’ meeting yesterday, 
and warned of further deteri- 
oration in the group’s Asian 
markets. 

"Of course Tm sorry for 


what has happened to this 
company. Fm sorry for the 
part that I have played in it 
- that hasn’t worked out 
weD." said Jerry Ellis, the 
outgoing chairman. 

He said he was “personally 

sorry” for the hardships 

inflicted on small sharehold- 
ers by the sharp deteriora- 
tion in BHP’s share price, 
which has fallen from a high 
of nearly A$20 early last 
year to AS12.35 yesterday. 


plagued by falling commod- 
ity prices and internal 
upheavals. 

Shareholder groups in 
Australia and overseas have 
demanded Mr Ellis’s resigna- 
tion. following that In April 
of John Prescott, chief exec- 
utive, who has yet to be 
replaced. 

Both men have been 
blamed for dismal profit per- 
formance and poor invest- 
ment decisions in the past 


two years, which c ulmina ted 
in an unprecedented bottom- 
line loss of A$l.47bn 
(U$$ 862 m) in the year to 
May and asset writedowns of 
AS3bn. 

The campaign to oust Mr 
Ellis diminished following 
BHP's announcement last 
month that he would retire 
during tbe first half of next 
year, at least two years 
ahead of his intended depar- 
ture. 


He will be replaced by Don 
Argus, chief executive of 
National Australia Bank and 
also a member of the BHP 
board. The appointment of 
Mr Argus, one of Australia’s 
most successful bankers, 
lifted BHP’s share price tem- 
porarily. 

Investors also welcomed 
last week’s news that first- 
quarter net profit fell 1.7 per 
cent to AS351m in the three 
months to August - less 


than feared, due partly to 
asset sales and cost cuts. 

Observers described yes- 
terday’s AGM as “angry but 
restrained": Hopes for news 
of Mr Prescott’s replacement 
were dashed, with Mr Ellis 
saying only that BHP was in 
talks with “a number of can- 
didates" heading large, suc- 
cessful companies, and that 
he hoped to make an 
announcement soon. 

Tbe duration of the 


search, being conducted by 
Heidrick & Struggles of the 
US, has fuelled uncertainty 
about BHP's direction. A 
shortlist Is believed to 
include three Americans. 

Among Australian candi- 
dates. the frontrunner is Ron 
McNeilly. BHP chief operat- 
ing officer and acting chief 
executive. But analysis said 
the job was unlikely to go to 
an internal candidate, as 
BHP believed it needed an 


outsider with a fresh, image. 

At the meeting. Mr reuya 

denied speculation of a take- 
over approach or plans to 
spin off some divisions into 
separately listed units. The 
questions stemmed from 
reports that Rio Tin to, the 
Anglo-Australian mining 
company, had examined the 
prospect of breaking up BHP 
with international partners 
such as British Steel or 
Royal Dutch ShelL 


Big Bang marriage 
to end in divorce 

UBS is cutting links with Japan’s LTCB, 
write Gillian Tett and Paul Abrahams 


A year ago. Swiss Bank 
Corporation sent shock- 
waves through Japan’s 
banking sector by announc- 
ing a path-breaking ‘‘mar- 
riage’’. 

Amid a flurry of excite- 
ment about Japan’s "Big 
Bang" deregulation, the 
Swiss bank concluded a 1 
per cent cross-shareholding 
and three joint ventures 
with Long Term Credit Bank 
- at the time, the most 
far-reaching alliance. 

This autumn, though, the 
Swiss group, - since merged 
with Union Bank of Switzer- 
land to become UBS - Is 
causing ripples again but 
this time tbe talk is of 
divorce. For as the Japanese 
government squabbles about 
the future of the troubled 
LTCB. UBS and LTCB have 
moved to dismantle most of 
the alliance. 

The companies yesterday 
revealed that UBS would 
acquire 100 per cent of tbe 
asset management business, 
and a 66.67 per cent stake in 
the investment banking 
joint-venture. This may be 
increased over time. 

The news came as no sur- 
prise to Japan's banking 
world. Since tbe government 
announced in June that it 
hoped to bail out the LTCB 
by merging the group with 
Sumitomo Trust, the rela- 


tionship with UBS bas been 
under strain. 

UBS held talks with Sumi- 
tomo Trust in recent weeks 
about the prospect of a 
three-way collaboration. But 
neither side was keen. UBS 
has been reluctant to 
become too deeply sucked 
into the Sumitomo corporate 
family: and Sumitomo Trust 
has been equally reluctant to 
cede Influence in a joint ven- 
ture to UBS, particularly in 
asset management which the 
Japanese bank views as its 
core business. 

As a further blow, Sumi- 
tomo Trust announced this 
month that it was planning 
to collaborate with tbe US 
group Alliance Capital in the 
international asset manage- 
ment. 

UBS says the deal provides 
stability for clients and staff, 
which is particularly impor- 
tant in tbe investment bank- 
ing operations. 

The Swiss bank also 
appears to have pulled off a 
financial coup. It has not dis- 
closed the cost of its 1 per 
cent stake in LTCB. but 
some estimates put it at 
about Y6.8bn ($5lm). True, 
its stake in LTCB is virtually 
worthless - the shares have 
fallen from about Y325 in 
April when they were pur- 
chased to Y21 yesterday. But 
insiders say the losses, com- 



Afl smiles Johannas de Grier, of Swiss Bank Corp, and Katsunobu Onogi, of the LTCB, In July 1987 A P 


bined with the compensation 
paid to LTCB for the joint- 
ventures. are a small price to 
pay for the three businesses 
that are already viable in 
their own rights. 

T he asset management 
business, which started 
this spring, for example, 
bas already raised its assets 
under management from the 
Y600bu that UBS managed 
as a foreign trust bank to 
Yl.900bn. making it tbe third 
largest foreign fiind manage- 
ment group in Japan. 

The investment banking 
business has also been 
steadily expanding, although 
LTCB's client list has not 
proved quite as lucrative a 
source of business pickings 
as some UBS officials bad 
hoped. As for the private 
banking side, UBS believes 


that it is the only fully func- 
tioning foreign private bank 
in Japan. 

But the biggest potential 
problem in the coming 
weeks will be a public rela- 
tions one. The LTCB-UBS 
deal is the first of its kind to 
unravel since Kg Bang. Con- 
sequently, the crucial ques- 
tion Is whether Japan's 
financial world will tolerate 
divorces as easily as it has 
appeared to accept the mar- 
riages over the past year. 

It comes as some Japanese 
bankers are expressing 
growing unease about the 
increasingly visible role 
played by foreign groups in 
Tokyo. UBS, in other words, 
might perceive that it has 
been forced into the move - 
but in tbe eyes of some Jap- 
anese it may yet be per- 
ceived to be abandoning 


LTCB. 

Thus far. at least, UBS 
appears to have pulled the 
public relations trick off; in 
recent weeks it has managed 
to avoid any criticism from 
politicians or the media 
within Japan. 

Yesterday’s deal will also 
cast a shadow over other 
western-Japanese alli- 
ances. Travelers, the US 
group, for example, has a 
deal with Nikko Securities 
that could leave it buying up 
to 25 per cent of the Japa- 
nese broker. 

None of these deals looks 
likely to unravel yet. But 
none of their partners looks 
immun e from similar tur- 
moil. Yesterday's move by 
UBS and LTCB could set an 
even more important prece- 
dent than the high-profile 
alliance last year. 


Itochu sells 40% of its 
Time Warner holding 


By Mtehiyo Nakamoto in Tokyo 

Itochu, tbe Japanese trading 
company, has sold 40 per 
cent of its stake in Time 
Warner, the US entertain- 
ment company, for $420m. 

The sale of 2JM5m preferred 
shares in Time Warner took 
place on the market after 
they were converted into 
ordinary shares, and 
resulted in a profit of $199m 
for the company. 

This is tbe second time 
this year that Itochu has 
sold a si gnifi cant part Of its 

stake in Time Warner to off- 
set planned write-offs of non- 
performing property assets. 
In March, the company sold 
one-third of its holding, then 
2.64m shares, to Citibank for 
$379m. 

The sale of shares in Time 


Warner, with which Itochu 
continues to have business 
ties, reflects the difficult 
environment the company 
faces. Tbe sale was part of a 
management restructuring 
plan aimed at reducing 
assets and investments and 
improve profitability. 

Itochu has been keen to 
expand rapidly into multime- 
dia fields, which was one of 
the reasons for its stake in 
Time-Warner. Among Japa- 
nese trading companies, 
however, it is one of the 
most heavily burdened by 
losses resulting from prop- 
erty and financial invest- 
ments and faces a harsh 
trading environment as a 
result of the downturn in 
Japan and other Asian 
economies. 

Its accumulated interest- 


Sumitomo Life in purchase 


Sumitomo Life Insurance, 
the Japanese life group, is to 
take about a 10 per cent 
stake in Taiheiyo Securities, 
the Japanese brokerage affil- 
iated to the collapsed Yam- 
aichi group, in a bid to 
improve the target’s credit- 
worthiness and strengthen 
its business, Reuters reports 
from Tokyo. 

Taiheiyo said yesterday 
that Sumitomo Life Insur- 
ance would buy the stake 
from units of the failed bro- 


kerage Yamaichi Securities. 
The remaining 5 per cent of 
Taiheiyo held by the Yam- 
aichi group has been trans- 
ferred to other companies. 

Sumitomo Life will also 
lift its stake in Taiheiyo 
Investment Trust Manage- 
ment. part of the Taiheiyo 
group, from less than 1 per 
cent to 10 per cent. 

Sumitomo Life said it 
planned to obtain a majority 
stake In Taiheiyo Invest- 
ment Trust Management 


Manila pursues PAL rescue 


By Tony TasseD in Manila 

The Philippine government 
was last night preparing con- 
tingency plans to keep Phil- 
ippine Airlines flying after 
its employees appeared to 
reject a deal critical to the 
airline's survival. 

initial results of a special 
referendum indicated that 54 
per cent of the 2,560 staff 
polled had voted against a 
10-vear wage freeze in return 
for a 20 per cent stake in the 
company. PAL employs 
more than 7.000. 

The owner of Asia's oldest 
airline, the Pilipino-Chinese 


businessman Lucio Tan. said 
last week that PAL would 
close tonight after unions 
rejected the deal. 

The government, which 
has an 18 per cent stake In 
PAL. has now announced it 
is considering extending 
1.5bn pesos ($34m) of bridge 
Finance to keep the airline 
flying for the next three 
months to prevent “serious 
air transport problems”. 

It is also considering plac- 
ing PAL under a receiver- 
ship committee to represent 
the residual interests of 
shareholders and creditors. 

"The intention is to possi- 


bly run the airline on a tem- 
po ran,’ basis," said Jerry 
Barican, spokesman for the 
Philippine president. 

Another option is to lease 
PAL to a state-run company. 
Under this proposal. PAL's 
assets would be liquidated or 
a rehabilitation plan set in 
place to allow another party 
to buy the airline. 

Losses at PAL bad been 
mounting amid falling 
demand for air travel in the 
wake of the regional finan- 
cial crisis, tbe slide in Aslan 
currencies against the dollar 
over the past year and a 22- 
day strike by pilots in July. 


Oki shares tumble 14% on new warning 


By Alexandra Harney In Tokyo 

Shares in Oki Electric, tbe 
Japanese electronics group, 
fell 14 per cent yesterday 
after the group issued its 
second profits warning in a 
week and cancelled its 
annual dividend, blaming 
worse than expected sales of 
semiconductors. 

Last week, Oki said it had 
extended holidays at its 
domestic memory plants to 
cut costs. Yesterday, it 
announced a fundamental 
overhaul of all divisions, 
including the closure of fac- 
tories in Japan and the US. 


job cuts, and the withdrawal 
from lossmaking activities. 

The group, which supplies 
communications equipment 
to Nippon Telephone and 
Telegraph, blamed the col- 
lapse in dynamic random 
access memory prices and 
the decline in demand for 
large scale integrated and 
information systems for its 
first losses on a parent basis 
in six years. It expects net 
losses of Y43bn ($322mj on 
sales of Y735bn in the year 
to March, compared with 
losses of Y&lbn on sales of 
Y764.6bn last time. On a par- 
ent basis, the group reported 


Y1.9bn in net profits last 
year. 

The warning represents a 
significant revision of earlier 
forecasts. In May, the group 
envisaged a modest profit of 
Ylbn, on sales of Y780bo- 

Katsumasa Sbinozuka, 
president, said the results 
reflected the group’s failure 
to respond to changes in the 
memory market. "We were 
not mistaken in our 
attempts to deal with the 
problem. But there were sev- 
eral outside factors . . . and 
we delayed too long.” 

The group's shares lost 
Y4l to Y252, about 40 per 


cent below their peak in 
July. Mr Sbinozuka said the 
group would undertake a 
radical restructuring to 
return to the black by fiscal 
year 1999. 

A chip assembly factory in 
Oregon in the US would be 
closed at the end of this 
month. The group also 
planned to mothball a mem- 
ory plant in Chichibu. out- 
side Tokyo, by tbe end of tbe 
year, in an effort to consoli- 
date operations at its loss- 
making semiconductor divi- 
sion. 

It hopes to focus 
operations on three core 


businesses - information 
systems, communications, 
and semiconductors - and is 
In negotiatiobs about further 
tie-ups with Japanese and 
foreign companies. 

Under the plan, invest- 
ment in semiconductors 
would be reduced by two- 
thirds over the next two 
years, from Y33.4bn this year 
to Yiobn in 1999. and 
research and development 
expenses cut nearly 10 per 
cent over the same period. 

The group plans to cut at 
least 500 jobs, mainly 
through voluntary retire- 
ment and transfers. 
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Significant increase in half yearly results 

The Board of Directors of Eridania B6ghln-Say met on 17 September 1998 under me chairmanship of Mr Stefano 
Meloni. Consolidated accounts for the half-year ended 30 June 1998 were reviewed and approved. 

The key consolidated figures are as follows: 


tiBffiWnm 

30/06/96 

30/06/97 

30/06/98 

A 98/97 

Net sates 

25,902 

30.716 

32.688 

+ 6.4% 

Operating income 

1.675 

1.889 

2,116 

+ 12.0% 

Pro tax income from continuing operations 

1.150 

1.301 

1,527 

+ 17.4% 

Net income Group share 

745 

855 

953 

+ 11.5% 

Total shareholders' equity 

18,931 

20.085 

21.806 


Net financial indebtedness 

11,750 

13.769 

74,593 



& The net sales increase over the previous year's first half 
was mainly the result of strong expansion of the Oilseed 
Processing and Marketing and Animal Nutrition divisions - 
linked to changes in the scope of consolidation - and, to a 
lesser extent, of growth in the Starch and Derivatives 
division. Based on unchanged exchange rates and scope of 
consolidation. Group net sales were flat because healthy 
volume growth was offset by the impact on sales prices of 
lower raw material prices. 

fg The double-digit increase in operating income is 
attributable to internal growth and reflects better operating 
performances registered by the majority of Group activities, 
as businesses that had posted lower contributions in 1997 - 
Sugar in Italy and Starch in the United States - began turning 
around and as the Oilseed Processing and Marketing 
(especially in Europe), Animal Nutrition and OSve Oil. Herbs 
and Spices divisions continued to improve. 

Neither net sales nor operating income were significantly 
impacted by changes In exchange rates. 

$ As a result of the increase in income from continuing 
operations, the Group’s share of net income for the first ha/f, 
which includes the capital gains generated by the sale of Koipe 
shares (of wich the group now owns 51.24%) and by the 
disposal of Eridania Uevito. an Italian company, specialising 
in yeast production, rose 1 1.5% to 953 million francs. 

72 At 30 June 1996 total shareholders' equity stood at 
FRF 21,806 million (versus FRF 20.0S5 million at 

This press release Is available.. % 
on foe Eridania Beghin-Say web sfte 

htfo.7/www.wWanfa^>e^irs^xom - V; * 

Aoou 

9-morth not sties at 30AKy9& Fp^^pctobw .199S. 
12-month net sates at 31rt2^£idsSr&^ 


30 June 1997 and FRF 20380 million at 31 December 1997) 
and net financial indebtedness amounted to FRF 14,593 mifior 
(versus FRF 13.769 million at 30 June 1997 and 
FRF 15.496 million at 31 December 1997). The debt-to- 
equity ratio thus significantly improved, standing at 0.67 
(versus 0.69 at 30 June 1997 and 0.74 at 31 December 1997). 

8? Major events since 1 January 1998 include the 
acquisition of a controlling stake in DOEP (Ukraine's leading 
sunflower seed crusher and marketer of refined and bottled 
oils), of SOGIP in France (specialised In soy protein 
concentrates) and of Vigortone in the United States (a leader 
in the premix and animal nutrition US markets). Moreover, 
the safe of Koipe shares and the disposal of Eridania Lievito, 
already mentioned, also occurred during the first half, as did 
the 8-year and FRF 300 million issue of bonds Indexed to the 
Eridania B6ghin-Say share price (listed on the Paris Bowse 
since 21 August 1998). 
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The prospects for the sugar campaigns underway and foe 
outlook for cereal and oilseed crops point to a favourable 
raw material environment Continued upturn in Sugar in Italy 
and Starch in the United States and further improvement 
in ihe other businesses should extend the current trend o! 
improving results to the full year, assuming that the 
worldwide financial environment does not deteriorate. 

In connection with this, the current crisis in Russia and its 
possible impact on Eastern Europe are not a specific cause 
of concern for Eridania B6ghin-Say. Group companies buy 
local agricultural raw materials and supply consumers with 
staple foods. Furthermore, Eridania Ekighin-Say's industrial 
presence In Hungary, in Poiand, and more recently in 
Ukraine, on the one hand, and its commercial activity in 
Russia, on the other hand, give foe Group a logistical and 
competitive advantage, thus enabling it to meet market 
needs and re-deploy its marketing and production 
programmes, white remaining selective as to possible risks. 
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ASX set to control its own destiny 

Australian exchange’s listing will give it a fnore competitive edge, says Russell Baker 

Australian stock exchange 


A lmost three years ago, 
Australia's stockbrok- 
ing profession came per- 
ilously close to killing the 
goose which is now about to 
lay the golden egg. 

A resolution that individ- 
ual brokers give up their 
membership of the Austra- 
lian Stock Exchange In 
return for A 825,000 was nar- 
rowly defeated - while 69 
per cent wanted to take the 
cash, their number fell 6 
points short of the majority 
required. 

Four years on, the brokers 
are set to swap their mem- 
berships for shares which 
will probably be worth at 
least A $500,000 (US$295, 000) 
when the ASX lists on its 
own bourse on October 14. 

The ASX’s demutualisa- 
tion and public listing will 
see 606 former members - 
520 of whom are individuals 
- receiving 166,000 shares 
each. Observers are guessing 
that shares in the ASX will 
begin trading at A $3.00- 
AS3.50. 

The figures are based on 
ASX’s projected net profit 
for the year to June 1999 of 
A$17.8m - or earnings per 
share of 17.7 cents - and 
ASX's cash pile of ASITOm. 
However, it is unclear how 
many of its broker share- 
holders will want to part 
with their shares. 

Richard Humphry, ASX 
managing director, is con- 
cerned that investors may 
get their fingers burnt If the 
shares initially spike to 
unrealistic levels due to lack 
of supply but later start slid- 
ing. 

For more than a century, 
the ASX has operated as a 
mutual organisation of 
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1997 

1998 

1999(P) 

Amu? assumptions 




Number of listed entitles 

1,220 

1,242 

1,230 

Annual equity trades (TOO) 

S£75 

W11 

6,072 

Annual equity option 

10.239 

8,110 

7,590 

contracts traded (000} 




Total wanait series 

187 

411 

400 

Interest rate per arawra 

73 
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earned on cash % 




COreaKated profit and loss accounts (ASmi 



Operating revenue 

111.9 

130 JO 

1282 

Operating profit betore 

7£ 

184 


Wares, tax and abnormal tens 




Net interest Income 

&S 

8j4 

73 

Operating profit .before 
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Abnormal Items 




Operatiry profit before tax 



232 

tocome tax «pense 



(52) 

Operating profit after tax 



178 

Earrtnga per share (cento) 



17.7 

Year ear tt Jus 30 
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stockbrokers who had sole 
right of access. But in 1982 
the then Trade Practices 
Commission ruled that the 
ASX was obliged to admit 
corporations as members. 

Inevitably the corpora- 
tions - currently 86 broking 
firms - came to dominate 
trading and now handle 99 
per cent of all equity trans- 
actions. But this created an 
anomalous situation - while 
the firms account for 99 per 
cent of transactions, they 
bad less than 20 per cent of 
the votes. This meant that 
individual members, many 
semi-retired or inactive, 
effectively controlled ASX 
decision making. 

But as a public company. 
ASX’s board would have a 
mandate to react quickly to 
competitive pressures and 
make decisions on such 
issues as technology 




upgrades, extending trading 
hours or reciprocal 
agreements with foreign 
bourses. 

Mr Humphry says the 
ASX’s demutualisation and 
listing “is a strategic move 
to meet tbe competitive chal- 
lenges of domestic and inter- 
national capital markets’*. 

E xchanges can no longer 
be “broker clubs” if they 
hope to provide efficient 
mid cheap services to their 
otber customers such as 
listed companies, institu- 
tional investors and Informa- 
tion vendors. 

By separating ownership 
of the exchange from access, 
groups such as financial 
planners and accountants 
which can satisfy certain 
standards can be hooked up 
to the ASX’s market- This 
increased competition 


r 


should lead to lower transac- 
tion costs. 

The most Immediate 
threat to the ASX. which is 
the world’s 13th largest 
bourse, is that giant foreign 
exchanges such as the New 
York Stock Exchange and 
the London Stock Exchange 
will steal some of its larger 
market capitalisation, stocks. 

For example. James Har- 
die Industries, the Austra- 
lian building products group, 
intends to inject its assets 
into a new company which it 
wants to list on the NYSE. 

The ASX will also face 
competition from internet- 
based trading systems. To 
counter this, it is developing 
its own internet-based trad- 
ing service which might be 
ready in two to three years. 

There may also be some 
minor domestic challenges 
with the federal government 
providing funding to assist 
the long-dormant exchanges 
in Newcastle. NSW and Ben- 
digo. and Victoria to resume 
operations and to investigate 
the establishment of a new 
bourse in Tasmania. How- 
ever. such bourses would be 
serving mainly smaller com- 
panies. 

The government is also 
considering a unified regula- 
tory regime for Australia’s 
securities and futures mar- 
kets which could lead to 
more direct and broader- 
based competition between 
the ASX and the Sydney 
Futures Exchange. 

Meanwhile, the ASX con- 
ti nues to flag a possible 
merger with the New Zea- 
land Stock Exchange as a 
way of bolstering its interna- 
tional and regional weight- 
ing. 
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bearing debt on a consoli- 
dated level is Y5,30Obn 
($39.7bn). and its debt-to-eq- 
ulty ratio has deteriorated to 
13.5 times as a result of a net 
loss of Y95bn in the year to 
March 1998. according to a 
recent report by Warburg 
Dillon Reed. 

The company also has a 
high exposure to Indonesia, 
with a net risk of Yl64.3bn. 
or 42 per cent of net 
equity, according to the 
report. 

The sale of its Time 
Warner shares would not 
affect its forecast results as 
the proceeds would go 
towards offsetting losses. Ito- 
chu said. Group net profits 
for the year to next March 
are forecast to rise to Y12bn. 
compared with a net loss of 
Y95bn last year. 


after December 1. when 
Japan's life insurers will be 
allowed to enter the invest- 
ment trust business through 
subsidiaries. 

J uni chi Yoshino. Taiheiyo 
Securities president, said 
Sumitomo Life had been 
attracted by Taiheiyo's 
investment trust business. 

Taiheiyo Securities’ retail 
operation will develop finan- 
cial products with Taiheiyo 
Investment Trust Manage- 
ment. 
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INVESTMENT BANKING SPECULATION INCREASES THAT MARKET CONDITIONS MAY DELAY PARTNERSHIP'S PUBLIC OFFERING 


IPO fears grow as Goldman Sachs slides 


By Tracy Corrigan in New Yale 

Goldman Sachs yesterday 
. reported a fan in third-quar- 
ter profits, amid growing 
speculation that the U$ 
Investment hanking partner- 
ship may have to postpone 
its planned initial public 
offering of 10-15 per cent of 
the firm due to market 
.weakness. 

Hie firm's third-quarter 
pre-tax earnings of 2754m 
were down from $1.04bn in 
the second quarter and from 
$932m a year ago. 


Goldman is due to file a 
final prospectus for. its 
planned IPO, which would 
end 130 years of private 
partnership, in early 
October, followed by a road- 
show to market the to 
investors. 

On September 7, the firm's 
co-chairmen and co-chief 
executive officers told staff 
that the firm’s ear ning s 
would fan below the second 
quarter’s. 

But they added that the 
firm had not been deflected 
by recent stock market 


weakness from plans to float 
the company. 

But the halving in market 
value of other publicly 
traded companies in the sec- 
tor, slashing the potential 
valuation of Goldman’s 
stock, coupled with weak 
demand for IPOs generally, 
have convinced some within 
and outside the firm that the 
deal will have to be post- 
poned, unless the market 
picks up rapidly. 

Since the IPO market typi- 
cally closes in December, 
there is little time left for 


Putting the snap, crackle 
and pop back into Kellogg 

Carlos Gutierrez is the man shareholders are hoping will boost 
performance at the cereals group, writes Richard Tomkins 

w 


'ill Carlos Gutierrez, 
Kellogg’s new chief 
operating officer, be 
the man to put the snap, 
crackle and pop back into 
the US company's perfor- 
mance? Exasperated share- 
, holders must be hoping so. 

Kellogg owns one of the 
best-known brand names in 
the world, and cereals make 
a quick and nutritious snack 
Tor people in a hurry. The 
combination would seem to 
be a recipe for growth. 

Instead. Kellogg has been 
going nowhere for most of 
-the last decade. Its market 
share has declined, profits 
have bobbed up and down, 
and its share price perfor- 
mance has been as soggy as 
a bowl of old corn flakes. 

In June, the company at 
last seemed to wake up to its 
troubles by appointing Mr 
Gutierrez president and 
chief operating officer, posi- 
tioning Him as the likely suc- 
cessor to Arnold Langbo. the 
61-year-old chairman and 
chief executive. 

In the past week. Wall 
Street analysts have 
detected Mr Gutierrez's hand 
in the sudden departure of 
Kellogg’s top two regional 
executives: Thomas Knowl- 
ton, head of North American 
operations, and Donald Fritz, 


the European chief. 

Kellogg’s recent troubles 
started in the 1980s, when 
cereal makers pushed up 
prices In the belief that con- 
sumers would go on buying 
their products on the 
strength of their brands. 

The bubble eventually 
burst when consumers 
rebelled against the high 
prices and started buying 
cheaper products - notably, 
stores' own brands. 

In 1994. General Mills 
became the first big US 
cereal company to cut its 
prices. But the cereal price 
war did not start in earnest 
until April 1996, when Philip 
Morris’s Post breakfast 
cereal unit slashed its break- 
fast cereal prices by an aver- 
age of 20 per cent, forcing 
Kellogg and the other big 
cereal companies to respond. 

Kellogg’s profits have 
never been the same since. 
Last year, after “non-recur- 
ring” restructuring charges 
that in fact did recur on a 
regular basis every quarter, 
it made net profits of l56teo, 
barely higher than at the 
be ginning of the rierarie 

The price war is only part 
of Kellogg's troubles. Even 
as the company has yielded 
market share to cheaper 
cereals sold in bags and 


Ms 


Gutierrez comes to 
these problems as a 
Kellogg veteran, with 
previous experience in busi- 
ness development. Kellogg 
Asia-Pacific. Kellogg North 
America and Kellogg Latin 
America. 

Nomi Ghez, an analyst at 
Goldman Sachs, says Mr 


Competition in the airwaves 
signals harder times ahead 

Argentina's Movicom has high hopes, writes Andrea Campbell 


W hen Movicom was 
given Argentina's 
first cellular tele- 
phone licence for the greater 
Buenos Aires region in 1989, 
Argentines were used to 
waiting years to get a phone 
at home and wireless com- 
munications were non-exis- 
tent 

Today, the consortium led 
by BellSouth, the US tele- 
communications company, 
i has a 60 per cent stake in the 
cellular phone market with 
the highest penetration in 
Latin America. 

But soon Movicom, whose 
minority shareholders 
include Motorola of the US, 
and Argentine electronics 
company BGH, could be fac- 
ing a challenge. It is compet- 
ing for a licence to provide 
nationwide basic telephony 
and a long-distance service 
from November 1999 as part 
of government deregulation 
announced in March. 

Movicom, which teamed 
up with Correo Argentino, 
Argentina’s recently priva- 
tised postal company, for the 
licence, has already begun 
building a fibre-optic ring 
around the capital and has 
prepared technical plans to 
begin construction into the 
interior of the country, says 
Mauricio Wior, Movicom 
president 

It plans to self-finance 
what the government esti- 
mates will be an investment 
of $400m to compete against 
existing monopoly operators. 

Telecom, majority-owned by 
Prance Telecom and Italy’s 
Stet: and Telefonica Argen- 
tina, led by Telefonica of 


Spain. The third rival will be 
a consortium led by Com- 
pania de Telefonos del Inte- 
rior, a cellular operator in 
the interior of the country. 
CTL run by Garin, a local 
Argentine media group, and 
US groups Lucent Technolo- 
gies and GTE, was awarded 
a basic telephone licence 
along with Movicom at the 
end of the 19608- 
“Two years from now we 
see the company as a 
national group covering 
every mi ddle and small town 
in Argentina and providing a 
full array of services starting 
with cellular and going to 
data services, long-distance 
and the internet,” says Mr 
Wior. 

Y et in spite of Movi coin's 
strong position, analysts 
are doubtful it could 
construct the kind of net- 
work coverage offered by the 
two monopolies, which have 
invested an average of SI bn 
a year each since Entel the 
state-owned telecoms com- 
pany, was privatised in 1990. 

Jose Linares, telecoms 
analyst with Soci§t§ Gener- 
ate in New York, says that, 
with many Argentine cities 
already saturated and the 
demand for new lines declin- 
ing, Movicom would be bet- 
ter off concentrating on 
larger cities like Rosario and 
Cordoba, where demand con- 
tinues to Increase and new 
lines remain profitable. 

But Movi corn’s main 
shareholder, with a 65 per 
cent stake, is looking beyond 
Argentina. With operations 
in nine Latin American 


countries. Including a newly 
won cellular band in S&o 
Paulo. Brazil, and another 
for the interior of Peru, Bell- 
South will be able to offer 
“dear competitive advan- 
tages" when it comes to 
international long-distance 
service, says Mr Wior, who 
is also BellSouth rice-presi- 
dent for LatinAmerica. 

The Atlanta-based group, 
which has carved up much 
of the Latin American tele- 
coms market with Telefonica 
of Spain and Prance Tele- 
com, can construct a 
regional network more effi- 
ciently. For example, by 
allowing long-distance traffic 
generated in central Argen- 
tina to be carried via Chile, 
which is closer, rather than 
Buenos Aires. BellSouth will 
also be able to manage both 
pnric of c ommunicatio ns as 
well as develop regional ser- 
vices such as seamless roam- 
ing and tfota transmission, 
says Mr Wior. 

“They have a presence 
everywhere throughout 
T-atin America and the fact 
that they control the com- 
munication’s origination and 
termination is very powerful 
- it offers them a massive 
advantage,” says Mr Linares. 

How much of an advan- 
tage will depend on the finer 
points of the deregulation 
plan, which has yet to be 
published. 

But first, Movicom still 
has to receive the promised 
basic telephone licence, 
which has been delayed by 
legal challenges to the tele- 
communications deregu- 
lation plan. 


such an improvement, some 
observers note. Goldman 
declined to comment on 
plans for the IPO. 

However, Goldman plans 
to bring an IPO for one of its 
clients, internet company 
eBay, to the market today. It 
will be the first IPO in a 
month. 

Goldman is arranging 
a global IPO for NTT 
DoCoMo, the Japanese cellu- 
lar phone company. 

John Thain, Goldman 
chief financial officer, said 
yesterday that “increased 


volatility in the financial 
markets, the widening of 
credit spreads, a decline in 
liquidity in certain markets 
and a reduction in global 
equity values have adversely 
affected many participants 
In the financial services sec- 
tor. including Goldman 
Sachs. We expect these con- 
ditions to negatively impact 
our fourth-quarter results.” 

Mr Thain also said the 
firm's Investment b anking 
advisory business demon- 
strated a strong perfor- 
mance, while trading and 


underwriting businesses 
were down from record first 
half levels in an increasingly 
difficult environmenL 
Third-quarter net revenues 
were S2.14bn and expenses 
were SlJSbn- 
Unlike publicly traded 
investment banks. Goldman 
gave no precise breakdown 
of the impact of losses in 
emerging markets, but staff 
were told earlier this month 
that emerging markets had 
bad a relatively small impact 
on overall business in the 
third quarter. 


stores' own brands, the US 
cereal market as a whole has 
shrunk as more Americans 
have switched to bagels, 
doughnuts and other break- 
test substitutes, or stopped 
eating breakfast altogether. 

According to Information 
Resources, a Chicago-based 
market research group, the 
US breakfast cereal market 
declined by 1.2 per cent to 
$7.Jbn in the year to June 14. 
In the past decade, Kellogg’s 
share of that market has 
tumbled from more than 40 
to 32 per cent 

Things are not much bet- 
ter in Europe, where Kellogg 
has been suffering from 
some of the same problems 
that it faces in the US. In 
addition, Kellogg is facing 
increasing inroads into its 
markets from Cereal Part- 
ners Worldwide, a joint ven- 
ture between General Mills 
and Nestle, the Swiss food 
group. 



Gutierrez is regarded as a 
good marketer and a suc- 
cessful manager. "He made 
his name when he ran the 
Latin American business, 
which he did very success- 
fully - although dearly that 
was a much easier business 
to run, since per capita con- 
sumption in Latin America 
is very low and increasing 
nicely from a very low base.” 

How Mr Gutierrez intends 
to deal with Kellogg’s North 
American troubles remains 


to be seen, but it is a tough 
task with no guarantee of a 
successful outcome. 

Kellogg has already 
warned that earnings per 
share will tell 15 per cent 
below last year’s level 
because of unspecified 
actions intended to restore 
its market share in 
extremely competitive condi- 
tions. 

Analysts say they see 
signs that the company is 
resorting to short-term poli- 


cies of boosting sales with 
heavy spending on promo- 
tions such as coupons, price- 
cuts and “buy one, get one 
free” offers. 

“If anythin g, we have seen 
an acceleration of the prob- 
lems in recent months.” says 
David Nelson, an analyst at 
Credit Suisse First Boston. 
“Volumes appear to have 
improved in recent months 
with increased promotional 
spending, but at what cost to 
the bottom line?” 


Moody’s confirms debt 
rating at Lehman Bros 


By Tracy Corrigan in New.Ynk 

Moody's Investor Service, 
the US-based ratings agency, 
yesterday confirmed the debt 
ratings of Lehman Brothers, 
the US investment bank 
which has been dogged in 
recent weeks by rumours of 
financial difficulties. 

Richard Fuld, Lehman 
chairman and chief execu- 
tive, said the move “clearly 
and positively underscores 
the ongoing financial 
strength and stability of the 
firm". 

Lehman Brothers' 
long-term debt rating is A3, 
and Moody’s assigned it a 
“stable" outlook. However, 
the company had originally 
been placed under review for 
possible upgrade on July 31. 

Lehman's share price ral- 
lied to $35ft early yester- 
day, against a high of $83 ii 
on July 14, due to concerns, 
which also hit other finan- 


cial stocks, about the impact 
of global market turmoLL 

The firm is due to 
announce its third-quarter 
earnings today. It said on 
September 3 that third-quar- 
ter net income would be 
about S151m. after a reduc- 
tion of about S60m due to the 
“impact of significant vola- 
tility in Russian and other 
emerging markets". Lehman 
reported net income of 
$324m in the second quarter 
of this year and $197m in the 
third quarter of 1997. 

However, in recent weeks 
there bas been a spate of 
rumours that i^hman faced 
bankruptcy; that Chase Man- 
hattan bad restructured a 
repurchase agreement with 
Lehman; that a real estate 
investment trust faced diffi- 
culties; and that bridge loans 
to Latin America were in 
trouble. Lehman said yester- 
day that all these rumours 
were untrue. 


Moody's said yesterday 
that “Lehman Brothers has 
made significant progress 
improving profitability in 
recent years, as regards cost 
reductions and the ongoing 
disciplining of non-personnel 
expense management”. The 
firm has also built revenues 
from higher margin busi- 
nesses such as equities 
underwriting, reduced lever- 
age and increased financial 
flexibility. 

Lehman said the firm, 
which has 8,500 employees 
worldwide, had no plans to 
cut jobs. 

However. Moody's also 
warned that Lehman's busi- 
ness mix was more narrowly 
focused than many of its 
peers and the firm "may be 
challenged during a period 
of slack volumes and intensi- 
fied competition”. Its bal- 
ance sheet leverage is higher 
than at some of its peers, the 
agency added. 


Crown Cork 
warns and 
plans job cuts 


By Richard Watere 

in New York 

Crown Cork & Seal, the 
world's biggest supplier of 
metal cans and other con- 
sumer product packaging, 
yesterday joined the growing 
list of US companies to warn 
on earnings, wiping more 
than 13 per cent from 
its share price in early 
trading. 

The Philadelphia-based 
company added that it 
planned to cut 2,700 jobs in 
an effort to turn its fortunes 
round - the latest sign of 
how US workers have begun 
to pay a direct price for the 
economic slowdown in other 
parts of the world. 

The company blamed for- 
eign-currency weakness and 
“disruptions" to its business 
for the earnings disappoint- 
ment. 

Global consumer products 
companies, which arc Crown 
Cork's biggest customers, 
have seen their own share 
prices fall by as much as 
one-third in recent weeks 
after a spate of warnings 
that problems in emerging 
markets would hurt demand 
for their products. 

Crown Cork, which 
recently bought European 
rival CarnaudMetalbox. said 


it was likely to report earn- 
ings per share of S0-CL! cents 
for the third quarter of this 
year, well below the $1.05 
Wall Street bad been expect- 
ing. 

For the full year, the com- 
pany predicted earnings 
from continuing operations 
of S2.30-S2.4fl. compared with 
52.24 last year, though 
reported results will 
be dented by a one-off 
charge of $121m for the third 
quarter. 

William Avery, chief 
executive, promised a 
tougher approach to the 
company's investment plans. 
Some 8300m would be lopped 
from capital spending in 
1999 and 2000. which would 
boost cash-flow to about 
$lbn over the- next two 
years. 

The move echoes steps by 
other US companies in 
recent weeks to rein in 
investment plans in the face 
of a more unsettled global 
economy. 

Crown Cork said it 
planned to lift its return on 
capital to 11 per cent by 2002 
- 50 per cent higher than the 
level it expected to reach for 
this year. 

The company's shares fell 
$5 yesterday morning in 
New York to 832,'.. 


NEWS DIGEST 


MACHINERY EQUIPMENT 


Finning International 
warns of earnings fail 

Finning International, the world's largest distributor of 
Caterpillar heavy equipment, has warned that its third- 
quarter earnings would be "significantly below” last year's 
due to the slump in global commodities prices and lack- 
lustre sales at its UK operations. 

The group, which did not provide details of the expected 
drop, was the latest of several companies in the heavy 
equipment sector to issue a profits warning. Case and 
Deere, the US agricultural machinery and heavy equipment 
manufacturers, recently Issued warnings and indicated 
they would lay off workers as they cut production In the 
face of weaker demand. 

Finning, based in western Canada, generated CS2.3bn 
(US$1 -5bn) in revenues last year by selling, financing and 
servicing Caterpillar equipment The group said its UK 
operation was suffering due to a business donate domi- 
nated by the strong British pound. This has made it 
increasingly difficult for UK companies to sell used equip- 
ment abroad and has meant the importing of cheaper 
used equipment into the UK. Finning last year merged its 
UK operations with Le vert on, the former Caterpillar dealer 
for eastern and northern England, In order to build a 
national presence. 

The slump in oil, copper and forest products prices has 
also led to lower business activity in western Canada and 
Chile, regions in which the Canadian distributor has sales 
offices. The company, which will report quarterly results on 
October 13, said it was Implementing unspecified cost- 
cutting measures in response to continued weakness in 
global markets. Finning shares were down 30 cents to 
C$12.10 at midday yesterday. Scott Morrison, Toronto 


INVESTMENT BANKING 


Fast exit at Salomon 

Eric Fast, co-head of global investment banking at Salo- 
mon Smith Barney, will leave the firm in January “to 
explore new challenges outside the investment banking 
industry”, the company said yesterday. Mr Fast has been 
with Salomon for 15 years. He will be replaced by Robert 
Morse, currently head of Salomon's Asia Pacific region. 
Michael Carr, Salomon head of mergers and acquisitions, 
recently left the firm to Join Goldman Sachs. 

Tracy Corrigan, New York 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
in tema tional. companiesidfL co m 


AMD challenge 
for chip market 
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By Louise Keftoe 
In San Francisco 

Advanced Micro Devices Is 
out to prove that Intel does 
not have a complete monop- 
oly In the world market for 
the microprocessor chips 
that power PCs. 

Yesterday, the Silicon Val- 
ley chipmaker. head- 
quartered just a stone's 
throw from its huge competi- 
tor, launched a new chip for 
use in notebook computers. 
The new version of the K6. 
AMD claims, comes dose to 
the performance of Intel’s 
fastest chip for use in mobile 
computers, while signifi- 
cantly undercutting Intel’s 
price. 

For more than a decade, 
AMD has been little more 
than a flea on the hide of the 
giant Intel In the micropro- 
cessor market With more 
than 90 per cent of the world 
market, Intel has had little 
effective competition. 

Lately, however, AMD has 
taken some stinging bites 
out of Intel’s sales. With the 
chip unveiled yesterday, for 
example. AMD has won a 
contract to supply Compaq 
Computer, the world's larg- 


est PC company and Intel’s 
biggest customer, with the 
microprocessor it will use in 
a new lower-cost notebook 
PC that is expected to be on 
the market before the end of 
the year. Several other PC 
manufacturers will follow, 
AMD claims. 

AMD’s share of the market 

for microprocessors used in 

PCs sold in the US at retail 
outlets (excluding PCs deliv- 
ered directly to companies or 
individuals) has risen 
sharply over the past year. 
In June, according to prelim- 
inary figures from PC Data, 
a market research firm. 
AMD's share stood at 34.8 
per cent. 

In the "subSLOOQ" desktop 
PC market again counting 
only PCs sold by US retail- 
ers. AMD boasted a 525 per 
cent share. 

Still, competing with Intel 
is like taking on an “800- 
pound gorilla", says W. J. 
Sanders QL AMD chairman 
and chief executive. The 
Federal Trade Commission 
apparently agrees. The com- 
mission has charged Intel 
with using anti-competitive 
activities to maintain its 
monopoly. 


BIRMINGHAM MIDSHIRES 

building soccnr 

£200,000,000 

Floating Rate Notes due 2000 
For (far fine* months EttxB list 
September IMS to 20th December 
1998 toctuiTvr the Notes wfll carry 
an i nt erest raw of 7.48418 r "i per 

annum 

The interest amount payable per 
DOJIOO win be £186.60 and per 
£100.000 wiD be £1,865.97 on 
2 1 si December 1998. 

AGENT BANK- 
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Financial Times Surveys 

Osaka 

Monday October 19 


for furtltcr information 
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Patrick Brennan in Tokyo 

Tel: -SI 3 3295 4050 
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Council 


Minor Works and 
'Winter ^Maintenance 

TTie County Council prnjinsc, t>, invite ten Jem for minor 
worts and winter maintenance ihrouphrwir of the 
administrative area of Kent. Applications are int-iteJ from 
suitably qualified companies for melui.inn on the list of 
chose to be invited to tender. 

Some parts of the work ore currently undertaken by 
District Council DSOV and another company. It is 
intended that these parts will be subiectvd to a sepurarr 
tendering process at a later date. 

The resulting contract, which will be fur a minimum 
period of J years, will commence on I Octohcr 1 W, 

It will include the rruptniy of work invoiced in the 
operation*- listed below, together with the transfer of 
approximately HO staff. 

The operations in the contract will include; 

• Highway Works 

• Winter Maintenance 

m Winter Emergency Response 

• Bridges and Structures Works 

• General Emergency Response 

• Works in Progress 

It is the preliminary view of the Council that the 
provisions of The Acquired Rights Directive 1WT and the 
Transfer of Undmakinj» (Fnatection of Employment) 
Regulations 1981 may apply to this contact. 

Further details and an information pack are obtainable 
from: 

Duncan Smith 

Contracts Support Manager 

Engineering Consultancy 

Springfield 

Maidstone 

Kent MEM 2LQ 

Quoting reference: fieDSS/MW’WM®* 1 

to whom completed applications must be returned by 

noon on 10 October 1998. 

The tender process is programmed to start in January 
iW 

The official notice in omnwnnn with die provision 
of this work appeared in the Official Journal of the 
European Community' on in] September I l >98. 
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COMPANIES & FINANCE: EUROPE 


AUTOMOTIVE INDUSTRY DIFFICULT CONDITIONS IN BRAZIL AND GLOBAL TURBULENCE DEPRESS FIRST-HALF EARNINGS BY 11.6% 


. 


Fiat issues profit warning for full year 


NEWS DIGEST 


By Paul Betts in Milan 

Fiat. Italy's largest 
manufacturing group, 
warned yesterday that full- 
year pre-tax profits would be 
lower than last year's 
L4.182bn ($2.5ba). after an 
11,6 per cent fall in the first 
half to L2,001bn. 

The automotive group 
blamed difficult trading con- 
ditions in its core car 
operations, especially in Bra- 
zil. where Fiat is market 
leader, and global financial 
turbulence for the decline. 

The company also warned 
that problems for the car 
industry were expected to 


worsen in the second six 
months. Apart from under- 
mining its strategic Brazil- 
ian market, the financial cri- 
sis -was making Asian car 
manufacturers, especially 
South ‘Koreans, more aggres- 
sive. Fiat said. 

First-half group revenues 
rose about 4 per cent to 
L46,74Qbn. Analysts estimate 
full-year group revenues will 
rise to about L92,000bn from 
L89.566bn last year. Net liq- 
uid assets totalled L2. 6551m 
at the end of the latest half. 

While car operations were 
under increasing pressure, 
Fiat 1 said other businesses 
continued to perform 


strongly. Improvements in 
its financial activities and 
Investment portfolio had 
helped to offset the decline 
in automotive earnings. 

Fiat also said it remained 
committed to its global strat- 
egy in spite of the problems 
in emerging countries. At a 
time of consolidation in the 
car Industry, Flat said its 
global strategy enabled it to 
continue growing autono- 
mously. However, it would 
keep an eye open far part- 
nerships or other alliance 
opportunities. 

Fiat Auto, the main 
vehicle division, sold 1.347m 
units in the first half, about 


the same as last time, but 
revenues rose 23 per cent to 
L26 ,244bn because of a better 
product mix. Fiat Auto's 
first-half operating earnings 
totalled LlOlbn, with profit 
margins falling to 0.4 per 
cent from 3 per cent The 
company Largely blamed 
Brazil for the decline. 

Pressures on manufactur- 
ers fed into Fiat's Magneti 
Mare Hi car components, Tek- 
sid metal products and 
Comau factory automation 
activities. These combined 
operations saw margins fall 
to 2.1 per cent from 32 per 
cent in the 1997 first half, in 
spite of higher revenues. 


By contrast, the Iveco 
commercial vehicles subsid- 
iary reported sharply higher 
first- half operating profits of 
L392bn, with margins dou- 
bling to 4.7 per cent. Iveco 
revenues rose 14 per cent to 
L6,231bn. 

The New Holland farm 
machinery and earth -moving 
equipment subsidiary also 
reported higber operating 
earnings, of L732bn, 
although margins dipped 
from 13.2 per cent to 1&8 per 
cent. Sales rose 7.9 per cent 
to L5,727bn. 

However, the farm 
machinery sector is coming 
under pressure, especially in 


Christiania's tact helps it pull off unlikely merger 

Proposing a base outside Oslo was key to Norwegian 
government’s acceptance of bank merger, writes Valeria Skold 


L ast week, Tom Ruud, 
president and chief exec- 
utive of Christiania 
Bank, managed to master- 
mind the impossible in the 
Norwegian financial indus- 
try. 

By agreeing to merge with 
Fokus Bank, Norway's 
fourth largest, and state- 
owned Postbanken, Mr Ruud 
will create the country's 
leading bank for retail and 
small to medium-sized busi- 
nesses. 

The new bank, owned 61.1 
per cent by Christiania 
Bank, will usurp long-time 
rival Den norske Bank as tbe 
leading Norwegian financial 
services group, with a mar- 
ket value of NKr22bn 
($2.Mbnj. 

What is remarkable is not 
the actual merger proposal, 
but the fact that it may hap- 
pen. Previous attempts at 
such link-ups - including Mr 
Ruud's own ill-fated attempt 
to woo Norwegian insurer 
Storebrand earlier this year 
- met resistance either from 
shareholders, directors or 
political powers. 

The industry seemed 
unable to follow the global 
trend for consolidation 
within the banking sector. 

The break for Christiania 
Bank came in January, 
when the Norwegian finance 
ministry refused rival Den 
norske Bank permission to 
merge with mortgage lender 
Bolig-og nSringsbank. The 
ministry's main objection 


was, that DnB's plan to base 
the' bank in Oslo went 
against the government’s 
ambitions to spread tbe 
country’s financial power 
bash outside the capital. 

“If you look at acquiring a 
bank [in Norway,] there is a 
lot of legislation that makes 
it difficult," says Mr Ruud. 
“This is one of the few exe- 
cutable transactions that 
could get the in-border con- 
solidation of the financial 
industry in Norway and is 
more in line with the other 
Nordic countries and the 
rest of tbe world." 

Mr Ruud has reason to 
proclaim early victory where 
others have failed. He 
appears to have won politi- 
cal support by proposing to 
base the new bank in Trond- 
heim. thus allaying regional 
sensitivities. 

Of course, it does not hurt 
that the already weak cen- 
tre-led government is in the 
middle of an unpopular bat- 
tle to tighten its fiscal posi- 
tion. IBs tactical measure to 
move tbe organisation has 
not gone unnoticed as being 
perhaps too clever. 

The industry has dubbed 
the new organisation and its 
Trondheim headquarters 
“Postkassen”, Norwegian for 
mailbox and a hybrid of the 
names Postbanken and 
Christiana Bank og Kredit- 
kassen. 

The only possible obstacle 
to Mr Ruud's perfect plan 
would be a less than two- 


thirds majority from Fokus 
shareholders. If tbe generous 
stock-swap deal proves not 
sweet enough to convince 
investors. Mr Ruud is count- 
ing on at least some or them 
to go along with his plan 
because of their own merger 
aspirations. 

Fokus shareholders Spare- 
Bank 1 Gruppen and Union 
Bank of Norway, for exam- 
ple, are seeking concessions 
from the government to 
form alliances with F fi ren- 
in gsbank of Sweden and 
Norwegian insurer Gjensi- 
dige. 

Even John Giverholt, act- 
ing chief executive officer at 
Den norske Bank, an 8 per 
cent shareholder in Fokus, 
feels Fokus shareholders will 
accept Christiania's offer. 

T he merger plan shows 
that Norway is begin- 
ning to participate in the 
international banking sector. 
Intensifying competition in 
the financial sector, both in 
Norway and abroad, com- 
bined with low oil prices, 
high interest rates and krone 
fluctuations, will force DnB 
and others to seek alliances. 
Mr Giverholt said. 

However, the reality 
behind Norway’s new bank 
is that it is not such a giant. 
It still ranks only eighth 
among its rivals in Scandina- 
via and Denmark. 

And at home, it will not 
shake DnB from its leading 
position in corporate lend- 



Seekfng affiances: John Ghrerhott of Den norske Bank 


ing, asset management and 
life assurance. “There is no 
material change In our strat- 
egy," said Mr Giverholt. 

"Our strategy for evolu- 
tion is more towards corpo- 
rate and high-end customers. 
Postkassea is based more 
toward small corporate and 
mass retail markets." 

DnB may not feel threat- 
ened yet by the new and 
larger competitor, but Mr 
Ruud would like it to be wor- 
ried. The new Christiania 
Bank entity plans to push 
more business development 
projects after 2000, after sort- 


ing out the merger. 

“We want to be a leading 
player similar to Den norske 
Bank In capital markets and 
corporate accounts." Mr 
Ruud said. fc We should at 
least be able to come up side 
by side with them." 

"We have agreed to grow 
in both asset management 
and life assurance. We'll 
start by getting to know 
[Danish insurer] Codan,” 
which has a distribution 
agreement with Fokus Bank. 
“If they are a good partner, 
maybe it will develop into 
something." 


Storebrand sees a link-up as unlikely 


By Valeria Skfild 
In Oslo 

Storebrand, Norway's largest 
insurer, was unlikely to con- 
sider a merger with tbe new 
Christiania Bank entity or 
Den norske Bank, according 
to Age Korsvold, chief execu- 
tive. 

“I think [the three-way 
merger] is a very attractive 
transaction from a concep- 
tual point of view, but I 
think it's also a very com- 


plicated transaction basi- 
cally," Mr Korsvold said in 
an Interview. “Storebrand 
will have gone other ways 
long before those issues have 
been completed." 

Christiania Bank in May 
launched a NKrISbn ($2.5bn) 
bid for Storebrand, about a 
year after a merger 
attempt between the two 
failed. The latest bid was 
rejected by the Storebrand 
board as too low. 

Mr Korsvold said Store- 


brand, the country's third 
largest financial services 
company after the creation 
of the new bank, would not 
make another attempt to 
merge with Christiania 
Bank, because of the compli- 
cations of its tie-up with 
Fokus and Postbanken. 

It was also concerned 
about the state's influence in 
Christiania. 

“It’s not necessarily about 
percentages [of state owner- 
ship]." Mr Korsvold said. 


“The important thing is that 
you can be sure that, as a 
shareholder in Storebrand, 
this is a structure that takes 
business decisions without 
political considerations.” 

A merger with Den norske 
Bank, the country's largest 
financial services group, 
would also be unlikely under 
current banking regulations. 
The government controls 51 
per cent of both DnB and 
Christiania Bank, a legacy of 
a bail-out of the financial 


sector in the early 1990s. The 
state has vowed to bring 
down its holdings to 33 per 
cent but has been slowed by 
poor market conditions. 

In the meantime Mr Kors- 
vold plans to work on 
improving Storebrand’s busi- 
ness through a NKrfOOm 
-NKr600ra cost savings pro- 
gramme over the next three 
years. But eventually it will 
consider alliances with inter- 
national financial institu- 
tions. 


Azkar suspends offering on Bolsa I Swissair 


By Tom Bunts In Madrid 

Azkar. Spain's leading 
transport and distribution 
group, yesterday became the 
first company to withdraw 
an initial private offering on 
Madrid's Bolsa since equity 
markets tumbled last mouth 
in the wake of Russia's 
financial crisis. 

The family-owned group, 
which planned to place 43 
per cent of its equity an the 
markets in an issue valued 
at some Pta21.£bn (S147m) 
suspended the IPO hours 
before the start of the offer. 

Analysts believe if market 


turbulence persists, Azkar's 
example will be followed by 
as many as 12 small and 
medium companies that 
have been queueing for a flo- 
tation over the next three 
months. 

The prospective issuers 
likely to postpone a place- 
ment include Funespaa, the 
first undertaking business to 
seek a Bolsa listing; General 
Optica, a chain of opticians, 
and Bodegas y Bebidas. a 
listed Rioja wine producer 
that plans to Increase its free 
float through an offer of 
stock controlled by Banco 
Bilbao Vizcaya. 


Azkar said retail investors, 
who had been allocated 32 
per cent of the total offer, 
had bid six times what they 
had been offered, but that 
flat demand from institu- 
tions had advised against 
the issue. 

The government Is. how- 
ever. still pressing ahead 
with plans for a market dis- 
posal, worth up to Pta60bn, 
of Red Eltctrica. the state- 
owned high grid electricity 
network which is provision- 
ally scheduled Tor mid- 
November and will complete 
the year’s privatisation 
schedule. 


The three big privatisation 
issues in Spain this year 
involved Argentaria. the 
banking group, Tabacalera, 
the tobacco company, and 
Endesa, the power group, 
and were completed by May. 

Last week Federico Pater- 
nina, a fine Rioja wine 
maker, put 30 per cent of its 
equity on the market, and 
the stock closed fiat at its 
issue price of Pta2,360. 

As the Bolsa recovered 
yesterday after a 51 per cent 
drop in the genera] index on 
Monday. Patemina's share 
price closed at Pta2.075, up 
Pta25. 


With reference to the advertisement dated September 2, 
1998, regarding payment of the 1998 interim dividend, 
the Board of Management of TNT Post Group N.V. 
hereby announces that the number of dividend rights 
entitling shareholders to one new ordinary stare of 
NLG 1.00 par value has been set at 160. 

Based on die closing price on the Amsterdam Stock 
Exchange of NLG 45.90 on September 21, 1998, 

1/1 60 part represents a value of NLG 0.2B7. 

This is 4.38% less than NLG 0.30. the value of 
the interim dividend in cash. 


Payment of the dividend in cash and delivery of shares in 
connection wfth stock dividend conversion will sort 
September 25, 1998. 


The Board of Management 
Amsterdam 


September 21, 1998 


&TPG 

TNT POST GROUP 


parent in 
French buy 

By David Owen in parts 

SAirGroup, the parent 
company of Swissair, is 
increasing its presence in 
the French air transport 
market by taking a 44 per 
cent stake in Air Littoral, a 
regional carrier specialising 
in southern European desti- 
nations. 

The purchase, for an 
undisclosed sum, may be a 
prelude to a further move 
into France. The Swiss com- 
pany has expressed Interest 
in taking a minority stake in 
AOM, another French air- 
line, which Consortium de 
Realisation, the state-backed 
vehicle set up to sell assets 
removed from Credit Lyon- 
nais's balance sheet, is pre- 
paring to selL Yesterday it 
confirmed it was bidding. 

Both moves fit its strategy 
of expanding through the 
acquisition of minority hold- 
ings Sn medium-sized and 
small airlines. Air Littoral 
will become the 10th mem- 
ber of the Qualillyer Group 
European alliance. 

Following the deal. Michel 
Seydoux's MSC Group will 
still have a majority of Air 
Littoral's capital. The 
remaining 5.9 per cent is in 
the hands of private inter- 
ests of the Grimaldi family 
of Monaco and the Chamber 
of Commerce and Industry of 
Nice, where one of the air- 
line’s two hubs Is based. 

The Air littoral group has 
1,300 employees and 53 air- 
craft. In the year to March it 
had turnover of FFrl.4bn 

($246m). 


the UK and south-east Asia. 
Fiat said the Brazilian mar- 
ket had also grown. 

Toro, the insurance com- 
pany controlled by Fiat, also 
performed strongly, with a 
40 per cent rise in premiums. 
Fiat said Toro had contrib- 
uted L174bn to its first-half 
pre-tax profits. 

The company’s FiatAvio 
aerospace activities saw 
margins rise from 2,5 per 
cent to 5.6 per cent in the 
first half, while margins in 
the railway operations 
remained at last year’s level 
of 6 per cent 

Lex, Page 18 

Bouygues 
falls as 
taxes 
increase 

By David Owen m Paris 

Bouygues, the French 
construction, utilities and 
telecommunications group 
under pressure from Vincent 
BollorS, the French finan- 
cier. has reported a sharp 
downturn in first-half net 
attributable profit 
The decline, from FFr528m 
to FFrl02m was 

mainly attributable to 
higher taxes and a FFr455m 
drop in exceptional contribu- 
tions. 

These reached FFr650m in 
the first half last year 
because of a FFr623m gain 
on the acquisition by Tele- 
com Italia of a stake in BDT. 
the holding company that 
controls Bouygues Telecom. 

Profit before tax and 
exceptional items climbed 
more than 50 per cent to 
FFrl.02bn, with all busi- 
nesses except telecoms 
increasing their contribu- 
tions. 

“After a seven-year 
decline, Bouygues increased 
its turnover in France in 
1998, a trend that is expected 
to continue in 1999." it said. 

Mike Betts, a London- 
based building analyst with 
Goldman Sachs, said operat- 
ing results had come out 
slightly better than expected 
because of strong perfor- 
mances from TF1, the televi- 
sion station, and Colas in 
road building. Net profit was 
slightly below expectations. 

The figures were released 
after the French stock mar- 
ket closed with the compa- 
ny’s shares up FFr52, or 5.8 
per cent, at FFr953 on a 
mainly static market 
Turnover rose 9 per cent 
to FFr46-4bn, with an 8 per 
cent advance to FFT99bn pre- 
dicted for the year. The 
group fought shy of a full- 
year profit forecast saying 
the seasonal nature of its 
activities and the impact of 
exceptional items made this 
Impossible. 

Analysts drew attention to 
a sharp Increase, from 
FFr9.6bn to FFrl3.6bn in 
financial liabilities, seeing a 
possible justification for Mr 
Bollorg’s contention that the 
group cannot finance such a 
broad range of activities. 

Mr Bollort has been sub- 
jecting tbe group to intense 
pressure since snapping up a 
10 per cent stake last Decem- 
ber and forcing his way on 
to tbe board. He has urged 
Bouygues. to sell its telecoms 
operations. 

Bouygues said yesterday 
the activity was “creating 
substantial value added for 
Bouygues shareholders". 
However, the company’s 
share of the “accounting 
losses inherent in the launch 
of this type of activity” 
amounted to FFr358m, 
against FFriS&m a year ear- 
lier. 


FASHION RETAILING • . J 

Hennes & Mauritz plans 
33 new stores in Europe 

Hennes & Mauritz. the fast-growing Swedish fashion 
retailer, yesterday stepped up its aggressive expansion 
drive by announcing plans to open 33 new stores in 
Europe by the end of the year. The group, reporting a 
hlgher-than -expected 46 per cent jump in nine-month 
profits, saw its shares rise more than 6 per cent 

Pre-tax profits Increased from SKr1.45bn to SKi2.1bn 
($265m). Turnover advanced 23 per cent to SKr18.3bn. 
H&M, which has so far opened 36 new outlets during 
1998, described sales growth as “very satisfying" across 
its 12 European markets. It had previously stated it would 
open 60 new stores this year. Its most-traded B shares 
rose SKrlB to SKr548. 

The company said its incursion Into France had been 
associated with high costs, but sales at its three Paris out- 
lets had nevertheless been strong. The biggest expansion, 
however, was In Germany. It added 28 new stores there, 
its largest single market 

H&M, which has liquid assets of SKr4-2bn, said activities 
outside Sweden accounted for 81 per cent of total sales, 
an increase of 2 percentage points. The expansion drive 
triggered an Increase in sales and administrative costs, 
from SKr4.9bn to SKr5.76bn, but H&M stressed its operat- 
ing margin had Improved from 11.1 per cent to 13 per 
cent Operating profits climbed from SKr1.4bn to SKr2bn, 
including costs of SKrlOGm for new start-ups. 

Earnings per share rose to SKr6.67 from SKr4.57. 

Greg Mcivor, Stockholm 

SECURITIES 

Stockholm SE to offer euro 

The Stockholm stock exchange said yesterday it planned 
to offer trading of aura-denominated shares from January 
4 next year, despite lack of interest among Sweden’s larg- 
est corporations. 

Sweden is outside the 11 countries which will launch the 
European single currency, but the bourse said it was 
important it could provide the same level of service avail- 
able on other leading European exchanges, such as Lon- 
don and Frankfurt No Swedish company has expressed 
interest In switching trading of its equities from kronor to 
the new currency. However, the bourse said it was dear 
that “euro-denomlnated trading will be the obvious choice 
in the longer term". 

Bengt Ryden, Stockholm stock exchange chairman, said 
the bourse was planning to offer parallel trading, whereby 
a share could be simultaneously traded in kronor and 
euros, from the first half of next year. Greg Mcivor 


BROADCASTING 

Trio optimistic on TV venture 

The Italian broadcaster Mediaset, Germany’s Kirch Group 
and a spokesman for Saudi Prince Alwaleed bin Talal said 
their European television venture was nearing completion. 
"We’re at the last stage of the game and we'll know next 
year how things will turn out," said Jan Mqjto, head of 
Kirch Group's programming, production and distribution 
division. “However the issue of alliance finishes, the 
.co-operation between Mediaset, and Kirch will surely lay 
toe future nucleus of .a great European communications 
group," he said. 

The comments follow months of speculation that Kirch 
and Mediaset were considering an alliance, including a 
posable share swap that would foster Mediaset’s Euro- 
pean ambitions while giving Kirch a cash boost. 

Fininvest, Mediaset's parent this month denied talk of 
share buys after Italian press reports that a new Kirch 
company called Taurus would soon be quoted in Frankfurt 
and become the pivot for a pan-European media grouping 
involving Mediaset News Corp chief Rupert Murdoch and 
Prince Alwaleed. 

Tarak Ben Am mar, a consultant for Alwaleed, said proj- 
ect negotiations were "going ahead” and toe deal would 
represent a strategic investment for toe Saudis. 

Reuters, Monte Carlo 


BANKING 

Dexia sees 11% advance 

Dexia, toe Belgo-French banking group, yesterday 
announced an 11.2 per cent Increase in net first-half prof- 
its to BFr14.3bn ($41 2m), and predicted a similar growth in 
profits in toe second half. 

The group, formed In 1996 from toe alliance of Credit 
Communal de Belgique and Credit Local de France, said 
toe profits increase reflected strong performances from all 
Its main operations. Net banking income jumped from 
BFr46.5bn to BFr54.1bn, with net interest income up from 
BFi32.8bn to BFr35.4bn. 

Costs Increased 15.2 per cent to BFr27.6bn, but that 
included a provision of BFrl.5bn relating to a tax dispute 
with the Belgian authorities. The dispute had now been 
resolved in Dexia’s favour. The bank added its exposure to 
emerging markets was ‘‘marginal’’. Nell Buckley, Brussels 


CORRECTION 


Mobistar 

The initial public offering of Mobistar, toe Belgian mobile 
telephone company, will value it at BFr72bn to BFr82bn 
($2.07 b n -$2 .3 6bn) based on its Indicative price range, and 
not at BFr30bn as reported yesterday. 


Oerlikon-Biihrle losses rise 


By WURam Hall in Zurich 


Oerlikoa-Btthrle, the Swiss 
engineering conglomerate, 
yesterday reported a five- 
fold increase In first-half 
losses, to SFr98m (970.5m). 
and disclosed that the chief 
executive of its most profit- 
able business was quitting. 

The group, whose interests 
range from Bally shoes to 
armaments and semiconduc- 
tors. has been struggling to 
find a new role following the 
appointment of a new board 
of directors this year. 

Just over a year ago Ernst 
Thomke, Switzerland's best- 
known trouble shooter, 
resigned following a board- 
room row with Hortens e 
Anda-BOhrle, the majority 
shareholder, over the future 
of Bally, the group's trou- 
bled luxury shoes company. 
A few months later Hans 
Widmer, an ex-McKinsey 
management consultant, 


stepped down after seven 
years as chairman. 

The recovery at Bally, 
which the group wants to 
float on the stock market in 
November, is taking longer 
than expected. The down- 
turn In Asia was the main 
reason for the near 20 per 
cent fall in Bally's sales, to 
SFr381m. It lost SFrftim in 
the latest six months after 
breaking even a year ago. It 
has cut its workforce by 
more than a fifth over the 
past year. But the new posi- 
tioning of the brand is prov- 
ing to be “very costly and 
time-consuming*. 

The Contraves armaments 
operation and the Pilatus 
aircraft business fell back 
into the red in the latest six 
months. Balzers and Ley- 
bold, which accounts for 
nearly half the group, 
increased its operating prof- 
its by 35 per cent, to SFrfthn. 
The defection of Horst Heid- 


sieck, chief executive of Bal- 
zers and Ley bold, comes as 
his division is starting to be 
hit by the Asian crisis and 
problems in tbe semiconduc- 
tor industry. 

Mr Heldsleck is returning 
to Germany to head Her- 
aeus, a family-controlled 
engineering company which 
sold Leybold to Oerllkon- 
BQhrle In 1994. 

Oerlikon-Biihrle said it 
understood Mr Heidsieck’s 
wish to become chief execu- 
tive of a company which was 
bigger than Balzers and Ley- 
bold. Oerlikon-Bfihrle Is 
looking for a chief executive 
for the Oerlikon-Bfihrle 
Technology Group, which 
will take in Balzers and Ley- 
bold. Contraves and Pilatus. 

Oerlikon-Bfihrle said it 
expected operating profits to 
show an improvement In the 
second half but still expected 
to report a net loss for the 
full year. 
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COMPANIES & FINANCE: UK 

ST0BA6E LINK-UP WITH CONST RUCTO R WIL L CR EATE C OMPANY WITH ANNUAL SALES OF $588m_ 

Dexion to merge with Norwegian group 


COMMENT 


By Andrew Edgecfiffe-Jobnson 
In London and Valeria Sko(d 
in Oslo 
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Dexion. tbe UK shelving 
company, is merging with 
Constructor, the Norwegian 
storage group, to farm a stor- 
age and archiving mm pany 
with annual turnover of 
£350m ($588m). 

Aker RGI, the Norwegian 
holding company which 
owns Constructor, will own 
SO per cent of the combined 
group, while Apax Partners, 


the venture capital com- 
pany, win have 42 per cent 
The deal, which comes just 
nine months after Apax led 
the £70m buy-out of Dexion 
from Interlake Corporation 
of the US, will leave Dex- 
ion's management holding 
the remaining 8 per cent 
E’rode Sjursen, president of 
Constructor and non -execu- 
tive president of Constructor 
Dexion, said the company 
might be listed on the Lon- 
don Stock Rxrihangp within 
three years. 


Barclaycard 


Mr Sjursen forecast 
NKrlOOm in savings 

over the next three years 
through economies of scale 
in IT and purchasing, and 
from "critical mass". The 
company might lay off some 
of its 3.200 staff, he added, as 
it consolidates in Europe, 
North America and South 
America. 

Neil Coutts, chairman and 
chief executive of Dexion, 
who will keep the same roles 
in the merged Constructor 
Dexion Group, said there 


was little overlap between 
the two companies. 

"Constructor gives us a 
presence in the US [through 
its Richards- Wilcox archive 
business] and more critical 
mass in the Far East The 
more spread you are in a 
downturn, the better,” be 
said. There would also be 
opportunities to cross-sell 
products between the two 
groups- 

Aker, whose investments 
span oil and gas, concrete, 
seafood, property and 


Wimbledon football club, 
said the merger would create 
one of the top four storage 
and archiving systems com- 
panies in the world. Mr Sjur- 
sen added that it would 
bring Constructor back into 
profit after net operating 
losses in 1996 and 1997. 

“We have combined two of 
the best brands,'' he said. 
"Dexion is number one In 
the UK In racking and shelv- 
ing systems, and Construc- 
tor is number one in the 
world in archive systems. 


Now we hare one-stop sup- 
plying all over the world.” 

In their last financial 
yearn, Dexion made operat- 
ing profits of £9 .2m from 
turnover of £17&m, while 
Constructor made £10.lm 
profit from sales of £16lm. 

The merger will make 
Constructor the fifth largest 
of Aker's companies. No 
Cash is changing hands 
between the two parent com- 
panies, which expect to 
receive regulatory approval 
by the end of October. 


Tesco up 6 % but sales growth slows 


By Peggy HoSnger 


Tesco, Britain’s biggest 
supermarket group, yester- 
day reported a sharp slow- 
down in current trading, 
confirming a widespread 
malai s e affecting the indus- 
try in recent months. 

The group, which reported 
interim pre-tax profits up 6 
per cent to £87im ($612m) on 
turnover 72 per cent ahead 
to £S2bn. said comparable 
sales in the first five weeks 
of the second half were 22 
per cent ahead. 

This compared with an 6 
per cent rise in the same 
period last year and like-far- 
like growth of <L8 per cent In 
the first half. Terry Leahy, 
chief executive, acknowl- 


edged that Tesco's sales 
growth in the UK was slow- 
ing, but said it still com- 
pared favourably with the 
industry’s 1 per cent in the 
past two months. 

Moreover, the competitive 
conditions had changed, 
with the biggest participants 
beginning to show similar 
rates of growth. “Clearly 
some of the slowdown is the 
economy, some is weather 
related and some is conver- 
gence in performance in our 
sector,” he said. "But you 
can expect us to plan to be 
at least In the middle or at 
the top.” 

Analysts said that Tesco, 
having achieved the domi- 
nant position in the market, 
may be finding it difficult to 


maintain the sales momen- 
tum of recent years in light 
of the industry slowdown. 
"Over the last 12 months, 
sales growth has fallen in a 
straight line, not only in 
absolute terms, but relative 
to the industry” said one. 

Mr Leahy was adamant 
that the group was prepared 
for a slowdown in the UK 
and dismissed attempts by 
rivals Asda and J Sainsbury 
to steal the high ground on 
pricing with new marketing 
campaigns. “We have had a 
value-based strategy all the 
way through the cycle and 
we believe it is the right 
strategy for a slowdown,” he 
said. 

In addition, Tesco planned 
to open 22 stores in the UK 


this year, creating an extra 
10.000 new full and part Mmp 
jobs. 

Mr Leahy also stressed the 
potential for Tesco's over- 
seas operations in Ireland, 
central Europe and Asia. 

The Irish business, 
acquired last year, was per- 
forming ahead of expecta- 
tions after some initial diffi- 
culties. he said. Ireland 
contributed profits of £24m 
for the 24 weeks to August 
IS, against £14m far 14 weeks 
last year. Sales of £5 99m 
compared with £368m. 

Tesco was also stepping up 
expansion in central Europe, 
where it operates in four 
countries. Plans were for 10 
new stores next year, for a 
total of 18. 


Central European sterling 
sales rose by 3.7 per cent to 
£140m. although at constant 
exchange rates turnover was 
up 20 per cent The operating 
loss of £5m, against £3m last 
time, reflected higher 
start-up and infrastructure 
costs because of expansion. 

Lotus, the Thai hypermar- 
ket chain in which Tesco 
acquired a controlling stake 
in May. contributed E30m to 
sales and recorded a Elm 
operating loss. 

Mr Leahy also confirmed 
that Tesco Personal Finance, 
which returned losses of £7m 
(£3m), was on target to break 
even by the end of the next 
financial year. 


Lex, Page IB 


'Honey, they’ve shrunk the engineering sector’ 


The last two years have seen a severe 
decline in the fortunes and market values 
of engineers, writes Peter Marsh 


Engineering a takeover 


A nd another one bites the 
dust. Dennis, the spe- 
cialist vehicles group, 
looks to be living out its last 
days as an independent com- 
pany. 

The contest between its 
rivals Mayflower and Henlys 
to devour It is but the latest 
m anifes tation of an extraor- 
dinary cull of publicly 
quoted UK engineering busi- 
nesses. 

Dennis - will be the 42nd- 
listed engineering company 
in the past two years to have 
changed hands or switched 
into a different stock-market 
classification. Over this 
period the total paid in take- 
over deals affecting the sec- 
tor has been £426bn. (See 
chart). The rate of shrinkage 
- affec tin g the IS UK engi- 
neering companies listed on 
the main London stock mar- 
ket in October 1996 - is 
remarkable, even against the 
background of consolidation 
affecting many industries. 

What Is going on? The 
most important factor is the 
mounting difficulty that 
many smaller UK engineer- 
ing companies have faced in 
surviving in industries domi- 
nated by much bigger inter- 
national players. Most of the 
companies - 22 - that have 
disappeared from the engi- 
neering listings since Octo- 
ber 1996 have been bought 
by bigger groups. Twelve of 
the 22 have fallen into the 
hands of a non-UK owner. 

For example. Ransomes 
and David Brown, makers of 
lawnmowers and pumps 
respectively, have both been 
gobbled up In the past year 
for a total of £336m by Tex- 
tron. the big US industrial 
company which is keen on 
expanding in Europe. 

Similar expansionary 
motives lay behind the £86m 
acquisition last year by Val- 


in et, the Finnish paper 
equipment group, of Atlas 
Converting, a world leader 
in making machines for 
producing packaging materi- 
als. The bigger UK engineer- 
ing companies have also 
been snapping up some of 
their smaller brethren. 

Siebe, the UK’s third big- 
gest engineer by market cap- 
italisation, has in the past 
two years bought two 
smaller engineering groups, 
AFV and Eurotherm, paying 
£748m in the process as well 
as buying extensively over- 
seas. Such purchases have 
been facilitated by a slide in 
the share prices - and hence 
market valuations - of many 
engineering companies, in 
response to concern about 
the effects on profits of the 
high pound and gathering 
world economic gloom. The 
drop of one third in the past 
two years in the combined 
market capitalisation of the 
sector,- relative to the rest of 
the stock market, has marfg 
many companies relatively 
cheap to purchasers, particu- 
larly from the US. 
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A further factor is the 
wave of interest in buy- 
outs of quoted engineer- 
ing businesses by private 
investment funds, which 
have bought six quoted engi- 
neers - B. Elliott, UPF, Well- 
man, William Cook, Concen- 
tric and Ipeco - in the past 
two years, often in partner- 
ship with manag ement. 

Ian Sellars, a partner in 
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of creating value far share- 
holders.” 

Another trend that has 
also been encouraged by the 
low stock-market valuation 


Schroder Ventures, a leading of many engineering groups 
buy-out group, said: “In the has been the switch by some 


past the institutions rarely 
favoured selling out to a 
buy-out group because they 
tended to be criticised for 
“giviiig the companies away' 
cheaply. But attitudes have 
r hanged and the institutions 
now see this route as a way 


of these companies into 
other sectors where valua- 
tions are higher and growth 
prospects rosier. For 
instance, Simon, for years 
known for its high-level 
access platforms for mend- 
ing street lights and s imil ar 


jobs, has had itself reclassif- 
ied as a service company. 

Likewise Graystone, which 
has also changed its name to 
the somewhat snappier- 
sounding Ring, has moved 
into distribution, while 
Roxspur has transferred to 
the electricals category of 
the stock exchange listings. 
LucasVarity, one of the big- 
gest engineering groups on 
the stock market, has 
announced its intention of 
moving out of the UK list- 
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mgs to become a US-head- 
quartered company. 

But the traffic is not all 
one way. During the past 
two years, 18 companies 
have moved into the engi- 
neering category, either 
from other sectors or as a 
new listing. These include 
Cooks on and BTR which 
were previously classified as 
“diversified industrials”, a 
category even more unfash- 
ionable than engineering 

This brings the net reduc- 
tion in the number of engj- , 
ne Bring companies in the 
past two years to 23. i 

What lies ahead for the | 
typical UK engineering com- 
pany? 

According to Tim Bennett, 
of Morgan Stanley Dean Wit- 
ter, such groups will become 
even more of an endangered 
species. He reckons stock 
prices of many of the smaller 
groups will continue to fall 
as the UK manufacturing 
sector suffers a severe slow- 
down. As a result he expects 
“the pace of consolidation to 
accelerate”. 

David Ijrkham. of Albert 
E. Sharp, says that unless 
some of the smaller engi- 
neering companies in the UK 
have a market “niche” that 
they can defend successfully, 
they may find that their 
days of independence are 
numbered. 


First dividend from CrestCo 


Forex, Futures, Options 

and Guaranteed Funds 

Telephone +1 345 945 3100 
Website wwvwffbh.com. 
Facsimile +1345 945 3199 


By Christopher Brown-Humes 


CrestCo, which operates the 
Crest electronic settlement 
system for share Healing, is 
to pay its first dividend and 
give customers £5m ($&25m) 
in rebates after an unexpect- 
edly big rise in profits. 

The company, which was 


formed in 1996, said a £3 8m 
dividend would be paid to 
the to shareholders who had 
helped fund the costs of 
bunding the settlement sys- 
tem. The payment will be 
£143.74 per £500 share. 

The £5m rebate next April 
will go to the 540Q brokers, 
custodians, institutions and 


fund managers who use the 
system. It is equivalent to a 
15 per cent rebate on 1998 
ta riffs It lowers the effective 
cost of each transaction from 
60p to 5Tp. 

First-half turnover rose 
from £17-8m to £278m while 
pre-tax profits increased 
from £58m to £11.4 hl 





Odds are 
stacked 
against 
Ladbroke 


it is tough haring nearly 30 per cent of the market. 
Bardaycard's pre-eminence is now being challenged by more 
than 1800 other cards. Several offer lower interest rates 
than Barclaycard and no annual fee. Indeed it is surprising 
that the grandam has been losing only about one percentage 
point of market share a year. Barclaycard would point to 
interest rate discounts and rebates on products as diverse 
as cars and phone calls. But clearly customer inertia 
has given it a breathing space, as has the spectacular 
growth of the market: 15-30 per cent per annum for the past 

few years. 

The cost cuts and technological investment announced 
yesterday suggest Barclaycard is nuw making better use of 
that breathing space. New rivals sucb as MBNA of the US. 
operating from greenfield sites, have had an advantage in 
starting with the latest technology and a lean workforce. 
Obviously the pressure on margins means Barclaycard can- 
not afford to carry any fat. But the more interesting ques- 
tion is the extent to which it can exploit the bntnU. notably 
in electronic banking. Its early forays into offering services 
over the internet or by phone prefigure a multi-function 
card containing a computer chip rather than a magnetic 
strip. 

Such technological developments in retail hanking look 
more central to the group's future- Ilian damage limitation in 
its high-risk Barclays Capital wing. 


By David Wig htan and 
Scheherazade Daneshkbu 


Alliance & Leicester 


Peter Mandelson. the trade 
and industry secretary, is 
today expected to block Lad- 
broke ’s £363m iS610m> acqui- 
sition of the Coral betting 
shop business. 

A block would be a blow to 
Ladbroke, the UK's largest 
biggest betting shop chain, 
which bought Coral uncondi- 
tionally from Bass, the 
brewer and hotel group. 

The Department of Trade 
and Industry, which received 
the Monopolies and Mergers 
Commission's report on the 
deal in July, is thought to 
have accepted the MMC's 
conclusion that the deal be 
blocked because it would 
increase Ladh rake's share of 
the UK's &500 betting shops 
from 22 per cent to 30 per 
cent 

However. Mr Mandelson is 
set to give the go-ahead to 
PowerGen’s £1.9bn bid for 
East Midlands Electricity on 
condition that it sells some 
of its coal-fired power sta- 
tions. 

The announcement, expec- 
ted later this week, will be 
presented as an important 
step towards a more compet- 
itive electricity market and 
a “level playing field" for 
coaL 

Ladbroke hoped to avoid a 
referral by agreeing to sell 
Immediately 133 of the 833 
Coral chain to the Tbte, the 
state-owned betting busi- 
ness. It did this to comply 
with the recommendations 
of the last MMC investiga- 
tion into the off-course bet- 
ting industry in 1989. 

However, the MMC is 
believed this time to have 
concluded that the betting 
market should be considered 
on a national level. Indepen- 
dent bookmakers and Wil- 
liam HilL the second largest 
chain , have argued against 
the merger, as have politi- 
cians including Robin Cook, 
the foreign secretary. 

The PowerCen bid far East 
Midlands is less politically 
sensitive and should speed 
up reforms of the electricity 
market which the govern- 
ment hopes will safeguard 
coal mining jobs. 

The government sees plant 
disposals as essential to 
increasing competition in 
generation and reforming a 
market whicb it argues is 
“rigged” against coal. 


Small mortgage, but big family or gns and electricity guz- 
zlers. Sound like you? If so. Alliance & Loir-ester's new offer 
. - which pays your electricity and gas bills if you take out a 
mortgage - is just the ticket. 

Others may calculate that a simple discount on the mort- 
gage is more advantageous. Bundled offers like this one 
seldom offer the best of everything, and some will dciuhtless 
judge that further complication is the last thing the mort- 
gage market needs. 

Still, in a commoditised market differentiation is impor- 
tant. and here A&L's tree energy mortgage should succeed. 
It will snare some London F.lectricity users, and the energy- 
link will probably discourage reman gaging. With raulu-utili- 
ties fancying themselves as service providers, it may even Ik* 
an inspired defensive move. 


Adjustment 
wipes $45m off 
Powerscreen 


By Robert Wright 


Powerscreen International 
yesterday restated down- 
ward its record 1997 pre-tax 
profits by £26. 6m ($44 .8m) in 
a sign that accounting irreg- 
ularities at the Northern 
Irish engineer bad been 
more serious than previ- 
ously thought. 

The exercise reduced pre- 
tax profits for the year to 
March 1997 from £43 8m to 
£16.7m, while turnover was 
reduced from £305m to 
£290m. 

The news came as Power- 
screen finally announced its 
full-year profits for the year 
to March 1998, days short of 
a stock exchange deadline 
that would have seen the 
shares suspended. The fig- 
ures covered the period 
when massive accounting 
irregularities were discov- 
ered at the company's Mat- 
bro subsidiary, which made 
specialist tractors in Glou- 
cestershire. Yesterday's fig- 
ures showed group pre-tax 
losses of £47.6m in the year 
to March 1998 on sales of 
£31 lm. 

Powerscreen also disclosed 
yesterday that a report by 
Price Waterhouse, the 
accountants, into financial 
controls at Powerscreen had 
concluded problems were 
largely confined to Matbro. 
although there were prob- 
lems at Royer Industries in 


the US and Brown Lenox, a 
maker of crushing machines. 

Total aggregate losses 
from Matbro were £61 .8m. 
against a budgeted operating 
profit for the year of £llm. 
The losses were run up as 
the company pressed into 
new markets, some of which 
were unprofitable. There 
was also double-booking of 
sales and other irregulari- 
ties. Of Maibro's £61 .8m loss. 
£15.6m applied to the year to 
March 1997. Of the £268m 
prior year overstatement. 
£7.9m came from Brown 
Lenox, where some develop- 
ment costs had been improp- 
erly capitalised. A further 
£700,000 restatement applied 
to Royer Industries, while 
£2m came from a change in 
accounting treatment of war- 
ranty liabilities, which had 
not previously been shown 
as a separate liability. 

The company also 
announced yesterday the 
sale of US Truck Crane, 
which makes fork-lift trucks, 
for $318m (£19m) net. The 
disposal follow's a series of 
other sales, designed to 
reduce debt in the wake of 
the problems at Matbro. The 
disposal programme has 
brought in £40.5m, including 
the £7m sale of some of Mat- 
bro’s own assets to John 
Deere of the US. leaving 
Powerscreen ’s present net 
debt at £40.4m, down from 
£53. 4m at the year end. 


CONTRACTS & TENDERS 


AZDENDA CONSORZIALE TRASPORTI - TRIES TE-ITALY 


Solicitation for the expression of interest 
in participating in partnership and the 
consequent presentation of a company idea/project 


The Transport Consortium of Trieste (A.C.T.). in order to guarantee 
better management of competitions for concessions ex lege 422/1997 
and Regional Law Friuli- Venezia Giulia 20/1997. hereby announces a 
solicitation for the expression of interest in participating in 
partnership and the consequent presentation of a company 
idea/project dedicated to determining a suitable company structure to 
reply to regulations in force and market demands, from among the 
following options considered feasible: 


a) the formation of a specific purpose company in the form of an 
external open consortium ex art. 2612 of the Italian Civil Code; 
bl the transformation in S.p.A. (joint stock company) of the special 
consortium company with unilateral act ex art 17, sub-section 51 of 
Italian Law 127/1997; 

c) the destination to the S.p.A. of one or more branches of the special 
consortium company, again with unilateral act ex art. 17 sub-section 
57 ofltalian Law 127/1997. 


The final deadline for the presentation of expressions of interest is 
12.00pm on 16th October I99S. 


Further information is available, from the General Management of A.C.T. 
in Via d’Alviano 15 - 34144 Trieste, Italy, Tel. ++39 (WO 7795213, 
Fax ++39 040 7795257 from 8 am to 1 pm, Monday to Friday. 

THE GENERAL MANAGER 
Dott. Ing. Alda de Robertas 
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INFORMATION TECHNOLOGY OPTICAL NETWORKS 


Widening the superhighway 


Richard Poynder on new technologies that maximise the capacity of fibre optic 
telecommunications systems without the need to lay more cables 


Widening a 
1 motorway in order to 
add lanes and expand 
capacity is costly and 
arouses environmental 
concern. 

By contrast, increasing 
capacity on tbe information 
superhighway, by lasting 
new fibre optic cable - the 
hair-thin glass fibres that 
make up the bulk of telecom- 
munications “backbones’ 1 - 
is good value and less 
controversial. 

Now. thanks to recent 
advances in a technology 
called wave division multi- 
plexing (WDM), huge 
increases in the bandwidth 
of existing networks can be 
achieved without even lay- 
ing new fibre - adding more 
lanes without adding width 
or building a new road. 

WDM works by simulta- 
neously sending separate 
light signals down tbe same 
fibre optic cable. By trans- 
mitting the signals as differ- 
ent colours {which have dif- 
ferent light wavelengths) 
each signal acts as a unique 
■■channel", capable of carry- 
ing its own information 
stream. “It’s like shining dif- 
ferent coloured torches down 
a single pipe and in so doing 
being able to transparently 


carry them all at once," says 
Barry Flanigan, an analyst 
at Ovum, the IT analysts. 

Even without WDM. mod- 
ern fibre optic cable can take 
about 32.000 phone calls 
simultaneously. Using WDM 
to transmit an additional 
light signal, telecoms opera- 
tors can double bandwidth 
at a stroke. Moreover, the 
technology has recently been 
refined to the point where it 
is possible to transmit multi- 
ple colours simultaneously, 
and today's systems can 
send eight. 16, 32, 40 and 
even 80 wavelengths down a 
single fibre. 

“Using 40 channels, we are 
now putting 1.3m simulta- 
neous voice conversations 
down that one fibre," says 
Dennis Bilter,. marketing 
director at Ciena, a US-based 
WDM specialist. 

WDM, already deployed in 
tbe majority of US trunk 
routes, is now being intro- 
duced by European carriers. 
Cable and Wireless has made 
2.000km of terrestrial cable 
WDM-capable, and BT is 
installing it into parts of its 
trunk routes in England. 

The aim is to prepare net- 
works for the “data wave" 
that is being pushed forward 
by internet traffic. "Volumes 


are increasing year on year," 
says Stuart Davies, BT's 
director for network product 
design and management. 
“And we believe data traffic 
will overtake voice traffic as 
early as 2002." 

Prior to WDM the only 
way to expand the capacity 
of a fibre optic network - 
apart from laying new cable 
- was to increase the speed 
with which the signal was 
transmitted, using a technol- 
ogy called time division mul- 
tiplexing. or TDM. Like 
vehicles travelling along a 
motorway, however, increas- 
ing the speed of optical 
wavelengths makes it more 
likely that they will crash, 
or impede each other. While 
methods continue to 
improve, the current opti- 
mum for efficient TDM 
transmission is 2.5 gigabits 
per second (gbps). 

Where TDM is analogous 
to increasing throughput on 
a motorway by raising the 
speed limit. WDM widens, 
the motorway by building 
additional “lanes" - al- 
though the two methods are 
complementary- By combin- 
ing TDM with a 16-channel 
WDM system. BT's new 
implementation has trans- 
formed a single 2.5gbps 


fibre into a 40gbps pipe. 

The secret behind WDM is 
that fibre transmission tech- 
nology significantly lags 
behind the carrying capabili- 
ties of fibre - so the room 
for the extra lanes already 
exists in the fibre. 

“Until now fibre cable 
has used only 1 per cent 
of the intrinsic capabilities 


*We believe data 
traffic will 
overtake voice 
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of glass." says Mr Bilter. 

There is, therefore, signifi- 
cant scope for further 
improvements. “I think in 
five years’ time we will see 
500 channel systems running 
at 10 gigabits a channel," 
says Ron Mackey, executive 
vice-president for technology 
at Osicom Technologies, a 
California-based WDM devel- 
oper. 

Advocates for WDM 
believe that in the long term 
the technology has even 


greater significance, and 
bolds out tbe promise of the 
all-optical network. As they 
evolve from yesterday's 
voice systems to tomorrow's 
data highways networks are 
becoming increasingly opti- 
cal in nature - because pho- 
tons can be pushed faster 
than electrons. 

Currently, however, elec- 
tronic signals remain easier 
to manipulate, so signal 
routing is still done electron- 
ically. 

“Optical signals have the 
problems associated with 
any analogue signal." says 
Jose Daza. business develop- 
ment director at Ericsson, 
the Swedish telecoms equip- 
ment group. “They can be 
degraded, they introduce 
noise, they suffer from dis- 
persion - and we still don’t 
have the mechanisms to con- 
trol them properly. So. today 
we control them by convert- 
ing them back to the electri- 
cal domain.” 

Consequently, at every 
node in the network signals 
are converted from the opti- 
cal to the electrical domain 
in order to route them, and 
then back to tbe optical 
domain to send them further 
through the backbone - a 
process that slows traffic 
and requires expensive hard- 
ware. By splitting traffic into 
a uumber of smaller signals. 


rather than one large one, 
WDM enables some of them 
to be routed in the optical 
domain. 

Optical signals are now 
able to transparently by-pass 
nodes along the network - 
in the way that express 
trains by-pass certain rail- 
way stations. 

However - among other 
things - an all-optical net- 
work would require WDM to 
be available throughout the 
network- Today deployment 
costs restrict its use to 
long-distance networks and 
larger city hubs. 

One possible solution lies 
in photonic circuitry - using 
eledronic chip technology to 
build optical integrated cir- 
cuits. Beckham Technology, 
a small UK company, is 
developing a 16-channel 
WDM system that can sit on 
a single 10mm sq optical 
chip. “We anticipate these 
will sell for around $100 a 
chip," says Robert Green, 
vice-president for business 
development at Bookbam. 
"Today a similar system 
costs around $32,000." 

According to Mr Flanigan, 
“it is inevitable that we will 
evolve to an all-optical net- 
work. which would mean 
having WDM right through- 
out the system. But the big 
issue is: how quickly will 
that happen?" 



JOHN W. HUNT 

ADVISES 


Step up and show them who’s boss 


Taking up the role of chief executive when your predecessor stays on as chairman 
can be uncomfortable - especially if he's a gorilla 


Dear Professor Hunt. 

How can / make dear that 
I'm now the person in 
charge? I'm the chief 
executive of a listed company 
and IS months ago I 
succeeded a very strong 
individual who moved up to 
become chairman of the 
board. Since then. I've tried 
to establish my reputation 
and to attract some credit far 
ichai I’ve been doing. But the 
press. City analysts, financial 
advisers, important clients 
and the industry grapevine 
still think he is in the driving 
seat. How can I stop them 
seeing me as the chairman '$ 
puppet? 

Corporate histories are full 

of examples of this 
phenomenon: a dominant 
chief executive is elevated to 
the chair and is succeeded 
by a less authoritarian 
individual who remains in 
their predecessor's shadow. 

It happens in politics, loo. 
but at least the dominant 
individual generally moves 
out of their successor's way. 

In business the dominant 
manager - whom I will call, 
with all due Tespecl, the 
■■gorilla" - often stays as 
chair of the board. 

The dominant chief 
executive gathers round 
himself or herself a team of 
people who can compensate 
for their authoritarian 
chief's perceived 
insensitivity, and who allow 
an acceptable level of social 
equilibrium to be achieved. 
This equilibrium depends on 
a balance between 
dominance and submission: 


being focused on the task in 
hand, or geared more to 
people. 

When the non-executives 
of the board begin to make 
noises about succession they 
invariably look for someone 
just like the outgoing gorilla. 
But bringing in another 
gorilla to replace the one 
heading upstairs is less 
likely to generate 
equilibrium than fireworks. 
Just as two equally 
dominant individuals have a 
low survival record in 
marriage, so the same is true 
at the helm of a business. If 
the gorilla retires 
completely, finding another 
authoritarian chief executive 
is one option. But if the 
current chief executive is to 
become chair, this tactic can 
be disastrous. 

Business history is full of 
examples where it has not 
worked out. Remember 
when the board of retail 
operation Kingfisher 
appointed Marks & Spencer's 
Alan Smith as chief 
executive to work with 
newly elevated chairman Sir 
Geoff Mulcbay? And was 
anyone really surprised that 
Lord Young (chairman) and 
John Ross (chief executive) 
had problems at Cable and 
Wireless? The only 
remarkable thing about their 
relationship was that it 
remained private for so long. 

Personality dashes often 
arise from acquisitions or 
mergers. 1 cannot believe 
that Sir Richard Sykes, chair 
of Glaxo Wellcome, really 
thought he could work in 
partnership with Jan 
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Leschly of SmithKline 
Beech am. And while 
commentators have 
criticised both men for their 
inability to come to a deal, 
we should think of the 
potential costs to the highly 
successful British 
pharmaceutical industry bad 
they pretended their styles 
were complementary. 

In contrast, there are those 
companies where the 
succession question is well 
understood. For example, at 
Procter & Gamble there is an 
expression that the “white 
hat" (people oriented chair) 
will succeed the “black hat" 
(task oriented ebair). In fact, 
such a change has just been 
announced: tbe tough Durk 
Jager is to succeed the 
approachable John Pepper. 

So, what can you do in 
your situation? Let me 
suggest some tactics: 

• Do not try to compete 
with the dominant ex-chief 


executive, now chair. 
Gorillas generate myths and 
some eventually become 
legends. This is how we 
ordinary people learn to 
accept their power. If you 
are the successor to a 
legend, exposing the hero is 
a dangerous game. 
Dismantling a legend takes 
time and in today’s 
demanding market you do 
not have that sort of time. 
What's more, this could have 
damaging effects on the 
company’s reputation with 

various stakeholders. 

• Select an issue of 
principle on which to take a 
stand. Gorillas do not like 
what they perceive to be 
weaker people. If you are 
seen to be a walkover, your 
days are numbered So. 
select the issue carefully, 
and prepare your case. Elicit 
support from one or two 
trusted non-execs and 
confront your boss. Having 
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done this once you will find 
it easier next time, but you 
should not see confrontan'on 
as your prime tactic. 

• While the temptation 
may be to distance yourself 
from your predecessor, the 
reverse is a better tactic. 
Stay as close to the chair as 
possible so you know what 
he is up to. You will 
probably find that his 
weaknesses are your 
strengths. 

• Support your chair, 
especially in public. 
Association establishes 
reputations so indulge 
yourself in using your 
chair's reputation. Observe 
how he works, how he 
communicates, how he 
networks. Do not compete at 
his game. You are a different 
person with different skills. 

• Most effective leaders 
manipulate the media 
brilliantly. But you need to 
sell your story. Frequently 
the chair will insist that the 
public relations operator 
who served him well 
remains in post. In this case, 
get your own, 

• Wherever possible ensure 
the chair is occupied in 
other activities, such as 
additional directorships, 
foreign visits or government 
committees. With less time 
to meddle in your patch, he 
will have less impact. 

• Finally, talk to him daily. 
Don’t be afraid to discuss 
how you feel about your 
relationship. Explain that 
you are seen to be powerless, 
that he is still seen to be 
running the business and 
that this impression is 
reinforced by his dominance 
at meetings. 

You should focus on the 
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certainty that having built 
an empire, he will not 
contemplate the possibility 
that it will someday decline. 
If he is to guarantee his 
place in history, he must 
leave a success and must 
resolve the Issue of 
succession. Your chair 
knows his days are 
numbered and that be must 
allow you your turn. 

The problem is that such 
dominant ex-chief execu fives 
often do not understand how 
to make the transition. What 
seems blindingly obvious to 
you is much less clear to 
him. He wants reassurance 
that you will preserve and 
develop the empire. 

If you need reassurance, 
you should remember that 
your chair needs you more 
than you need him. There is 
always a market for good 
chief executives: there is a 
very limited market for 
famous gorillas in their 60s. 

But awkwardness and 
antagonism need not 
dominate your relationship. 
Your great fortune is that 
you share an obsession with 
the company both in career 
and financial terms. 

Further, you can assume 
with some certainty that 
after X years of the same 
old story the chair's family 
and close friends are tired. 
They want to hear the next 
inst a lment. You are in a 
unique position to discuss 
and develop that story to 
your mutual advantage. 

John IV. Hunt is Professor of 
Organisational Behaviour at 
London Business School and 
a consultant to private and 
public sector clients. This 
column appears fortnightly. 
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Remastering 
the family 
snaps album 


Intel and Kodak are 
launching a service 
offering digitisation 
at a price to suit the 
average pocket 

Perhaps one day most 
cameras will use digital 
technology, storing images 
in memory chips rather than 
on film. In tbe meantime, 
Intel and Kodak are working 
on a joint effort to bridge the 
gap between silver halide 
and silicon. 

Next week, the companies 
will launch a service, 
initially in the US, called 
Picture CD. offering, 
digitisation of photographs 
at a price designed to appeal 
to the taker of family snaps. 

Instead of - or in addition 
to - getting back a set of 
prints when they send a film 
off to be developed, users 
will receive a CD with tbe 
photos stored as digital 
images. These images can 
then be edited - add a 
moustache to Aunt Sally, 
erase the tree that ruins the 
composition of your 
photographic masterpiece - 
and then printed, either on a 
home PC or at one of the 
kiosks the companies plan to 
install at retail sites. 

The interesting question is 
whether this service will 
discourage amateur 
photographers from buying 
new digital cameras, or 
increase sales. My bet is on 
the latter. Digital image 
processing has broad appeal. 
Once consumers get a taste 
for enhancing their photos, 
displaying them on web sites 
and sending them via e-mail, 
the leap to fully digital 
photography will not seem 
so.huge. . . , 


It’s an ill wind, as they say. 
Who could have guessed 
that President Bill Clinton’s 
travails would prove to be 
the internet's shining hour? 
The data are not all in yet 
but it appears that hundreds 
of thousands of people cbose 
to watch the president’s 
grand jury testimony on the 
web, a week after millions 
accessed the steamy Starr 
Report. 

It was not just that the 
internet was there for these 
historic events, providing an 
alternative news source for 
office-hound workers. 

Rather, the technology 
added a new dimension to 
tbe dissemination of news by 
giving readers rapid and 
direct access to the original 
texts and video, rather than 
summarising them. Most 
news sites also presented 
packages of commentary and 
quotes. 

However, it was not only 
the journalistic talents of 
web site writers that drew 
users to the net, but the 
chance to see the unedited 
documents for themselves. 

Unlike television with its 
soundbites, and printed 
publications with their space 
limitations, internet pages 
can be as big as the author 
cares to make them. 

At worst, this can lead to 
long, undisciplined diatribes. 
At best. It enables the 
presentation of important 
texts in their entirety: an 
advantage that came to the 
fore with the latest news 
from Washington. 

What does this mean for 
tbe future of internet news? 
Perhaps it will encourage 
web site news editors to 
exploit more fully the 
potential of the medium. 

Web pages at their best are 
multidimensional, with links 
that enable the reader to 
scan a summary or to seek 
out more background on a 
subject, access other 
relevant Information 
sources, or look at original 
documents. 

While many news web 
sites use these features, too 
many are flat electronic 
parodies of the television 
stations, newspapers and 
magazines with which they 
are affiliated. Internet news 
has grabbed the world's 
attention. Now the real 
challenge Is to keep it. 


In case anybody thought 
fears about computer 
security were overblown, a 
very public hacking incident 
has put the topic back in the 
headlines. 


Some 10 days ago, hackers 
invaded the New York Times 
web site leaving a trail of 
venom directed at two of its 
writers, each of whom has 
written books about 
hacking. 

It is hard for computer 
security experts not to sound 
as if they are saying “I told 
you so" when responding to 
such incidents. However, 
Tom Noonan, chief executive 
of Internet Security Systems, 
points out that the security 
systems installed on 
newspaper web sites are 
similar to those used by 
many computer retailers. 

Not a comforting thought. 


Internet auctions have their 
downside, I've discovered, 
since dallying with them a 
few weeks back. It seemed 
an amusing pastime during 
my summer break, but the 
results have not been quite 
what l expected. 

Of the five Items I put up 
for auction, all sold at or 
above the asking price. 
However, only two of the 
buyers actually sent money 
to purchase the goods. One 
of the buyers bas been 
impatient with my ability to 
deliver. 

That is typical, according 
to Larry Schwartz, chief 
executive of Auction 


Once consumers 
get a taste for 
enhancing photos, 
the leap will not 
seem so huge 


Universe- “Accidental fraud" 
as it is delicately termed, is 
rife among participants in 
online auctions. In most 
cases, failure to pay for 
goods or to deliver goods on 
time is entirely innocent, he 
explains. “Somebody posts 
an item for sale and then 
goes off on vacation. The 
item sells, but they are not 
there to deliver.’’ 

Similarly, people bid on 
items for fun. not really 
expecting to make the 
purchase and then find 
themselves obligated. 

Auction Universe 
(www. auctionuniverse. com ) 
has created a system to 
eliminate the risk. For a fee, 
the company will act as the 
intermediary, providing 
assurance that tbe goods are 
delivered and paid for with a 
money back guarantee. If 
something goes wrong, the 
company takes the loss. 

This is one of the latest 
examples of a new 
generation of intermediaries 
being spawned by electronic 
commerce. Contrary to the 
notion that the internet will 
cause widespread 
"disintermediation” by 
bringing buyers and sellers 
directly together, the 
technology is in fact creating 
new types of agency. 

Some, such as travel 
agents, have adapted their 
roles to the internet, while 
others are entirely new. 
Consumers and small 
businesses, who lack the 
buying power to put 
pressure on a supplier need 
somebody who will take 
responsibility for the 
satisfactory completion of a 
purchase. 

It is all very well to buy 
your carpet, dishwasher or 
office furniture at a trade 
price from a wholesaler, but 
what if you don’t like what 
you get or feel you have 
been charged too much? 
Outside the retail world, 
buyers are supposed to be 
knowledgeable. Consumer 
protection rules may not 
apply and contract law is far 
too expensive to pursue for a 
small purchase. 

Enter the new internet 
intermediaries. There are 
electronic loan brokers, 
comparison buying services 
and numerous other new 
intermediaries piling on to 
the net in order to ease the 
transition to electronic 
commerce. 

It was inevitable, perhaps, 
that this would happen. 
Electronic commerce brings 
new ways for buyers and 
sellers to communicate, but 
it does not change human 
nature.. 
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Europe’s see-saw rises back up 
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European markets continued 
ttoetr see-saw pattern of the 
last few weeks, rebounding 
after Wall Strut’s positive 
reaction on Monday to Presi- 
dent Bill Clinton's video tes- 
timony. 

The FTSE Enrotop 100 
index gained 51J5Q, or 23 per 
cent, to 2,322.64 while the 
broader Eurotop 300 index 
rose 23.7 to 1.010.57. The 
FTSE Ebloc 100 index; which 
focuses on stocks in the care 
single currency countries, 
underperformed the other 
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two on Monday but regained 
some ground yesterday, ris- 
ing 23JJ1 or 24 per cent to 

829.82. 

Virtually every sector 
moved higher on the day, 
save for tiny falls in diversi- 
fied industrials and house- 
hold goods and textiles. In 
the former, Vivendi fell Ecu 
EL6 to Ecu 173.3, after the pla- 
cing Of its stake in Telewest 
was pulled on Monday. 

The best sector of the day 
was information technology, 
which has been battered In 
recent sessions by earnings 
worries. But Lehman 
Brothers upgraded SAP tap 
Ecu S7.7 to Ecu 435.03 in the 
preference stock) and Gold- 

Bcmd yield crave 


man Sachs reiterated its rec- 
ommended list rating on Cap 
Gemini, which rose Ecu as 
to Ecu 110.12. The sector 
moved 7.5 per cent higher. 

The construction sector 
was also strong as Bouy- 
gues, the French group, pro- 
duced results. The shares, 
which had fallen sharply on 
Monday ahead of the figures, 
rebounded Ecu 7.9 to Ecu 
344.75. 

Utilities, one of the best 
performing market groups 
during the recent sell-off, 
which began in mid-July, 
underperformed yesterday 
and bonds lost some of their 
safe haven shine. 

Peter Oppenheimer, global 


strategist at HSBC Securi- 
ties, is fairly upbeat about 
the prospects for Europe- He 
says that European eco- 
nomic growth is still strong, 
double digit profit growth is 
still possible in 1999, interest 
rates could fall and the 
return on capital for Euro- 
pean corporates should 
improve. “Those facts are 
not consistent with a struc- 
tural bear market," be 
believes, 

Oppenheimer thinks Euro- 
pean stock markets could 
see “one more shift lower” in 
the face of, perhaps, Latin 
American devaluations but 
then should be able to form 
a solid base. 
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INTERNATIONAL CAPITAL MARKETS 




Prices ease on share strength 


GOVERNMENT BONDS 


By John Labate in New York 
and Xhozwn Merchant 
bi London 


Government bonds moved 
lower yesterday as some 
strength returned to equity 
markets and investors 
waited Tor further signs of 
the effects on prices of the 
emerging markets crisis. 

US TREASURIES eased in 
early trading as a summit 
between US President Bill 
Clinton and Japanese Prime 
Minister Keizo Obuchi got 
under way in New York. 

The 30-year bond, the 
benchmark for long-term 
interest rates, was down £ 
by early afternoon to 10511. 
yielding 5.147 per cent- The 
10-year note lost h to 107 li. 
yielding 4.681 per cent, while 
the two-year note was 
unchanged at 1003. yielding 
4.629 per cent. 

Bond prices had soared on 
Monday as investors sold US 


equities, afraid of any dam- 
aging revelations from the 
broadcasting of Mr Clinton's 
taped grand jury testimony. 

The move renewed specu- 
lation as to the future direc- 
tion of bond yields, and what 
it would take to send the 
long bond yield below 5 per 
cent. 

“Right now we have no 
reason, to believe the [bond! 
market's reached a top," said 
Dennis Hynes, chief invest- 
ment strategist at R. W. Pres- 
sprich in New York. “The 
only thing that will truly 
push the market below 5 per 
cent is to fully break the 
7,400 level in the Dow." 

However, other domestic 
and international concerns 
could set off renewed Trea- 
sury buying. A crisis in Bra- 
zil could renew strong buy- 
ing, said Kevin Logan, senior 
market economist at Dresd- 
ner Kleinwort Benson in 
New York. 

In the near term, debate 
continues about the Federal 


Reserve’s next move, with a 
policy meeting set for next 
Tuesday. 

“The [Treasury! market’s 
built in an easing, but unless 
we get more bad news the 
chances are slightly Less 
than 50 per cent that they 
will ease," said Mr Logan. 

In GERMAN BUNDS, the 
December futures contract 
was down 0.26 u> 114.2, amid 
a rally by the Dax index of 
share prices- In the cash 
market, the yield on lO-j-ear 
bunds firmed to 3.93 per 
cent, on trading turnover of 

482,000 contracts on the 
Deutsche TermlnbOrse. 

In the absence of market- 
moving economic data, all 
eyes were on a hectic sched- 
ule of big political meetings 
in the next week, starting 
today with US Federal 
Reserve chairman Alan 
Greenspan’s testimony to 
the Senate. 

Expectations are that he 
will not signal a cut in inter- 
est rates, continuing what 


James Mitchell, strategist at 
Nomura, described as the 
“GTs co-ordinated denials”. 

Jean Claude Trichet, gov- 
ernor of the Banque de 
France, said interest rate 
cuts were not on the agenda 
in France. 

In UK GILTS, the Decem- 
ber future closed at 115.20. 
down 0.35. ending a week- 
long run of gains. In the 
cash market, the yield on 10- 
year gilts rose slightly to 5 
per cant while the yield on 
the 7Vt per cent December 
2007 gilt rose to 434 per cent. 

Evidence of renewed eco- 
nomic slowdown emerged in 
data on the housing market 
and more profit warnings 
from companies. It gave far- 
ther weight to the argument 
that UK interest rates will be 
cut soon. 

Gilts moved lower as the 
FTSE 100 closed up 2.3 per 
cent, demonstrating, as Mr 
Mitchell said, that “equities 
continue to determine bond 
action". 
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INTERNATIONAL BONDS 


By Edward Luce, 
Capital Markets Editor 


Final (arms, norveaflafeto unhos staled. YMd spread lover relevant government band) at lareh suppfcsd by bad manager. 
* Unlisted, t Floating-rate note, ff Semi-annual coupon. FL fixed re-offer price: ton show at re-offer (aval, a) Household 
Affinity Credit Card Master Trust. Legal maturity; 17/Z/D4. si) t-mth Utwr +i2hp. aZ) Class B: S4fi.1m, 1-rrrth Ubor +32top. 
par. Sep 01. bj Secured on Australian residential mortgages origtnatad by St George's Bank. 10% dean-up calL Av Bte 3.6 
yrs. Callable from ia/H/05 at par. blj 3-mth Ubor +20bp to Aug OS. then +50bp. b2j dess B notes of Slim were privately 
placed. 4 includes Initial FFrSOOm at 1 09.711%. Fungible with FFn.Sbn. Plus 86 days accrued I) Over mtarpotawd yield 4 
Quarterly coupon 


Corporacioa AadLua de 
Fomento, the Andean devel- 
opment bank, yesterday 
became the first Latin Amer- 
ican borrower to come to the 
international bond markets 
since the Russian debt 
default last month. 

The borrower, which is 
owned by Bolivia. Colombia. 
Ecuador, Peru and Vene- 
zuela. has now come to the 
markets four times this year. 

The launch of the 9100m 
three-year bond, led by Mer- 


rill Lynch, coincided with 
another mini-rally in emerg- 
ing market paper. 

J. P. Morgan’s emerging 
market bond index narrowed 
to an average spread of just 
1,300 basis points, considera- 
bly lower than tire 1.700 to 
1 .800 basis points it was trad- 
ing at 10 days ago. 

“There is a feeling that the 
international community 
will act to prevent Brazil 
and Latin America from 


being the next victims of 
market contagion,” said one 
banker. “Bat mostly it's just 
an arbitrary change in mar- 
ket psychology." 

CAF, which is rated BBB+ 
and A3, last issued a dollar- 
denonunated eurobond in 
March at a yield spread of 
105 basis points over the 
five-year Treasury bench- 
mark. It has since widened 
to about 250 basis points, in 
line with other credits. 


Yesterday’s offering, 
which was priced to yield 
160 basis points over the 
Treasury curve, was trading 
flat to its re-offer price last 
night 

CAF was also the first 
Latin American borrower to 
come to the market after the 
Mexican “Tequila crisis" in 
1995. The Inter-American 
Development Bank has been 
rumoured to be planning a 
dollar deal for several weeks. 


Moody’s 

lowers 

Toshiba 

rating 


By Kbozem Merchant 


Moody's, the US credit 
rating agency, has down- 
graded the long-term debt 
rating of Toshiba, Japan's 
second biggest maker of elec- 
tric machinery, from A1 to 
A2. 

It said the worsening eco- 
nomic environment in Japan 
was one reason for the 
downgrade but added that 
“the unfavourable structural 
changes in [Toshiba’s] 
operations will continue to 
squeeze its earnings and 
cash flow”. 

Toshiba has streamlined 
its operations and formed 
global alliances, notably 
with Siemens of Germany, 
Olivetti of Italy and General 
Electric of the US. 

The Moody’s downgrade 
affects about S3.8bn in 
long-term debt and effec- 
tively makes credit expen- 
sive for Toshiba. 

Some 65 per cent of Tosh- 
iba's sales are in data 
systems, with the rest 
divided between heavy 
machinery and consumer 
products. The Japanese 
economy is stuck in its 
worst recession for 50 years 
with consumer spending, in 
particular, stubbornly low. 

The downgrade follows 
this week's derision by Fitch 
IBCA, the UK-based agency, 
to lower Japan's long-term 
foreign currency rating. 

In recent months, some of 
Japan's biggest industrial 
companies have seen their 
debt ratings downgraded. 

In August, Toyota. Japan's 
biggest manufacturer of 
motor vehicles and the third 
largest in the world, had its 
long-term debt downgraded, 
also by Moody’s. It followed 
s imilar re-ratings for Nissan 
and Mitsubishi Motors, the 
second and third biggest car 
groups in Japan. 


CROSS-BORDER PAYMENTS PRICING PUTS PRESSURE ON RIVALS 


E8A plans sliding 
scale for euro deals 


By Clay Harris, 

Baiidng Correspondent 


The Euro Banking 
Association yesterday 
announced a “dynamic, flexi- 
ble" pricing policy for cross- 

border wholesale and com- 
mercial euro payments. It is 
based on a sliding scale: the 
greater the volume, the 
lower the cost per transac- 
tion. 

The EBA’s aggressive 
“end-to-end” prices are likely 
to put pressure on rivals in 
the competitive euro pay- 
ments market. It was 
described as a “give-away" 
by one UK banker. 

According to examples 
given of EBA's pricing for- 
mula. the cost per transac- 
tion would be 15 euro cents 
(about 16 US cents) or lower 
for a bank processing more 
than 5,000 payments a day. 


For a bank processing 

3.000 payments a day. the 
cost per transaction would 
rise to 20 euro cents (about 
24 US cents). 

The £BA Clearing Com- 
pany, which will operate the 
system, is owned by 65 clear- 
ing banks, with 10 others 
either having applied for 
membership or planning to. 
according to Gilbert Lichter. 
the company’s chief execu- 
tive. 

Since operating costs are 
shared equally among mem- 
bers, prices should fall as 
more banks join the com- 
pany, he said. 

The EBA has leased capac- 
ity for 200,000 payments a 
day on the Swift financial 
message system. 

This could be expanded to 

400.000 at four months' 
notice, Mr Lichter said. Cer- 
tain parts of the system bad 


been tested for up to 600,000 
transactions a day. 

Willy Scheerlinck. EBA 
Clearing Company chair- 
man. said banks should also 
consider non-cost factors 
before choosing a euro pay- 
ments system. Including 
liquidity, the cost of opera- 
tional adjustments, reliabil- 
ity and security. 

Other payments systems 
have not announced firm 
prices yet, although the Tar- 
get network built by the 
European Central Bank has 
indicated a tiered range from 
85 euro cents to El. 85. 

There would also be the 
cost or accessing the system, 
expected to be about 30 euro 
cents in the case of Euro- 
Chaps in the UK. 

EBA plans end-of-day net 
settlement, while Target 
intends to have closer to 
real-time clearing. 


S&P in Russian venture 


By Anthony Robinson 
in Moscow 


Standard & Poor’s, the US 
rating agency which last 
week downgraded Russia's 
sovereign debt rating to CCC 
minus, yesterday warned 
that Russian companies and 
Institutional borrowers 
would face intense scrutiny 
and have to offer much 
greater transparency when 
they try to regain access to 
capital markets. 

“If Russian companies 
seek capital In future, they 
will be subject to far closer 
scrutiny and wlO have to be 
far more transparent," 
according to George Dallas, 
S&P manag in g director for 
eastern Europe, the middle 
east and Africa. 


Mr Dallas was speaking at 
the launch of a new affilia- 
tion agreement between 
Standard & Poor's and EA- 
Ra tings, a Moscow-based rat- 
ing and credit consultancy 
consultancy. 

The agreement with EA- 
Ratings is designed to 
enhance S&P's ability to 
analyse credit risks and its 
coverage of the Russian 
economy and debt markets. 

Alexei Novikov, executive 
director of EA-Ratings, said: 
“The current economic crisis 
is causing a profound 
rethinking of business prac- 
tices and the nature of insti- 
tutions responsible for tax 
and governmental fiscal mat- 
ters. budgetary expenditures 
and financial management. 
Under any set of policies 


likely to emerge at the fed- 
eral level, transparency will 
now be critical for compa- 
nies, banks and regional and 
local governments who wish 
to borrow." 

With the central bank 
printing roubles and the act- 
ing Russian government still 
talking to foreign investors 
about the terms for restruct- 
uring more than $40bn of 
frozen domestic debt, both 
partners in the new venture 
agreed there was little pros- 
pect of new foreign debt 
issues for the foreseeable 
future. 

“Since international bor- 
rowing is expected to be 
severely limited in the short 
term, domestic debt financ- 
ing could be more attrac- 
tive." Mr Novikov said. 
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Time starts to run out for the yen 


WORLD INTEREST RATES 


MONEY RATES 

&p22 (her 


MARKET S REPO RT 

By Simon Kudo 1 


•■nv.*. :x . ... 


. .. 






^ 4 ..;- ■- 


; £ fi - 


The yen dropped yesterday 
on fears that the Japanese 
political deal over bank 
reforms was unravelling. 

However, those fears may 
have been unwarranted* 
Lat e in the day Japan‘s 
opposition parties agreed to 
start putting the deal into 
law, after the ruling Liberal 
Democratic Party said public 
funds would not be injected 
into the Long Term 

Credit Bank of J apan 

Solving the problems of 
the banking sector is consid- 
ered a prerequisite for drag- 
ging Japan out of recession. 

The yen also suffered from 
traders anticipating the end 
of temporary capital flows 
into Japan. These flows have 
had two sources: Japanese 
companies repatriating capi- 
tal to boost their balance 
sheets before the end of the 
fiscal half-year on September 
SO; and hedge funds selling 


emerging market assets they 
had bought with borrowed 
yen, and then .repaying the 
yen. 

With both these Sows now 
ceasing, most in the market 
think the yen's bounce is 
over. The currency dropped 
Y1.9 against the dollar to 
close in London at Y 135.3. It 
feDYO .97 against the D-Mark 
to Y8027. 

Wall Street, which had 
risen on Monday on 
that President Bill Clinton 
would keep office, gave back 
some of its gains yesterday. 
That restrained the dollar 
against the D-Mark. Joe 
Prendergast, head of foreign 
exchange research at Credit 
Suisse First Boston in Lon- 
don. said it was wrong to 
think that the dollar moved 
in tandem with stocks. 


Rather, “the dollar has been 
correlating quite well with 
the performance of risky 
assets.” 

Marc Chandler, senior cur- 
rency economist at Deutsche 
Bank in New York, said the 
growing calm over Latin 
America was helping the dol- 
lar. There was much talk of 
support packages from the 
leading economies to save 
Brazil from devaluing, while 
several Latin American 
states have tightened fiscal 
policy. 

However, the dollar closed 
barely changed against the 
D-Mark at DM1.685. 


Dantefc krone 
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rate cut next week. 

Wim Dulsenberg. presi- 
dent of the European central 
bank, said that Italy, Spain. 
Ireland and Portugal would 
have to cut their interest 
rates to levels near those in 
Germany before the euro 
was launched in January. He 
also denied that there would 
be “coordinated action on 
interest rates”. 
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■ US and European bankers 
agree on one thing: they 
have not agreed to joint 
interest rate cuts. 

William McDonough, pres- 
ident of the Federal Reserve 
bank of New York, said this 
notion had been an “over- 
reaction" in markets. How- 
ever. he held out some hope 
of a US cut, saying that in 
the world economy “the bal- 


ance of risk has shifted from 
one of concern about infla- 
tion to one of concern about 
inadequate growth”. Going 
into the Fed's Open Market 
committee meeting next 
Tuesday, he would “continue 
to be very aware of potential 
weakness in our economy". 

On the other hand, be said 
this did not mean the Fed 
was poised to lower rates, 
nor that he would back a 


■ It was a happy day for 
Scandinavian currencies. 
The Danish krone Jumped as 
the market decided that Den- 
mark would raise interest 
rates for the second time in 
a week. That helped the 
Swedish krona, which was 
doe a bounce anyway follow- 


I OTHER CURRENCIES 
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ing Monday's post-election 
plummet. And the Norwe- 
gian krone gained with oil 
prices, on the prospect of oil 
producing nations agreeing 
to cut production. 

So strong was the Danish 
krone, hitting a 10 -month 
high against the D-Mark, 
that the Bank or Denmark 
intervened in the market 
against its currency. It had 
previously intervened for it 
constantly for a week. 

Goldman Sachs warned: 
“We see little justification 
for speculation against the 
currency when the exchange 
rate is not overvalued 
according to our measures." 
It noted that Denmark's cur- 
rent account was close to 
balance, and that the gov- 
ernment was “credibly com- 
mitted to a narrow exchange 
rate band in ERM-2”. 

The Swedish krona bene- 
fited after Erik Asbrink. 
finance minister, said that 
Sweden would push ahead 
with plans to make its cen- 
tral bank independent. 
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An inivitatjon to Declaration of 
Interest in a licence to provide mobile 
radiobased telecommunications ser- 
vices for flight telephony, Terrestrial 
Flight Telephony System (TFTS), 
according to standard from European 
Telecommunication s Stan dardisation 
Institute (ETSI) 
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The National Post and Telecom Agency's direction 
(FTSFS 1994:4) gives conditions for procedure as 
regards an application and principles of selection 
for a TFTS-licence in Sweden. Section 5 of the 
direction prescribes that no more then two TFTS- 
licences will be granted. PTS granted Telia a 
licence II May 1995 and Cable & Wireless 
Lightnet Ltd. a licence 8 February 1996 in pro- 
viding mobile radiobased telecommunicati ons fo r 
flight telephony according to the system TFTS. 
Cable & Wireless Flightnet Ltd.’s licence thought 
was withdrawn at their own request according to a 
PTS decision 30 May 1997 (Hk -97-7363). Anyone 
interested in the second licence should therefore 
submit a Declaration of interest in writing not later 
than 15 October 1998. The Declaration of interest 
is free of charge. 
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A time table for a possible invitation will be announ- 
ced not later than 15 November 1998. After that re- 
gulations and a guide for applicants can be obtained 
through PTS. The application for a licence is subject 
to an application fee amounting to 100.000 SEK 
which should be paid to PTS. 

A possible evaluation for licence mil be based upon 
the Tdecorrmrunications Act (1993:597) and will pro- 
ceed in stages according to PTS direction. PTSFS 
1994:4. 
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Further information concerning the Declaration of 
Interest can be obtained from Patrick Soric, lei +46- 
W785598, or Ann-Marie Engvail, te! +46-8- 
678 5658. FAX +46 -8 -678 55 05. 


Post- och telestyrelsen 
(National Post and Telecom Agency) 

Box 5398* S-10249, Stockholm, Sweden 
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■ Charting Service 
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ONLINE TRADING 
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MARGINED FX 


Global foreign exchange spot and fonvard currency transactions. 


LIND-WALDOCK & COMPANY 

PUWANT HOUK • 8-19 CIOS WELL ST. • LOU DOW ECIY tllQ 


For information In the UK calt: 

0800-262-472 
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Germany: 0130-818100 
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Spain: 900984446 
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COMMODITIES & AGRICULTURE 


EUROPEAN AGRICULTURE COMMISSION ORDERS STUDIES ON MARKET PROSPECTS AND FARMERS' INCOMES _ 

CAP reforms ‘could be affected by world turmoil’ 


By Michael Smith In 
St Wolfgang, Austria 


Franz Fischler, European 
Union farm commissioner, 
conceded yesterday for the 
first time that the turmoil in 
the world's financial and 
food markets could affect his 
ambitious proposals for a 
reform of the Common Agri- 
cultural Policy. 

He said the European 
Commission, the EXTs execu- 
tive, had ordered a series of 

PCS in 

profits 

warning 

By Edward Alden 
in Toronto 


Potash Corporation of 
Saskatchewan, the world's 
largest fertiliser company, 
warned yesterday its third- 
quarter earnings would be 
disappointing because of 
continued weak nitrogen 
markets. 

Prices for nitrogen, the 
main ingredient for ammo- 
nia and urea fertilisers, have 
been depressed because of 
overcapacity, with produc- 
tion being increased in 
China, the former Soviet 
Union. India and the Middle 
East 

PCS entered the nitrogen 
market last year when it 
purchased Arcadian of the 
US. the western hemi- 
sphere's largest nitrogen 
company. 

However, the nitrogen 
business, which is built on 
cheap natural gas supplies, 
is far more volatile than 
phosphate or potash, the 
company's core businesses. 

PCS said its gross margins 
for nitrogen would be down 
more than US$20m from the 
third-quarter 1997 figure of 

$29.7in. 

It is expecting net income 
per share of 90 cents to $1, 
compared with $1.33 in the 
same period last year. 


studies on market prospects 
and farmers' incomes and 
expected to make them 
available shortly to coun- 
tries negotiating on the 
so-called Agenda 2000 pro- 
posals for CAP reform. 

Asked whether the com- 
mission -would change its 
proposals for cutting guaran- 
teed prices termers receive 
for their produce, he told a 
meeting of farm ministers in 
St Wolfgang. Austria: “We 
need to assess all the com- 


I ndonesia’s largest coal pro- 
ducers have managed to 
keep up production, stay 
profitable and are looking to 
expand, in spite of a slump 
in world prices and a col- 
lapse of the local economy. 

Stockpiles are low and 
sales are steady at Adaro, 
Kaltim Prima Coal and Arut- 
min, the three leading for- 
eign-own ed mines, in spite of 
prices dropping 10 to 20 per 
cent in the past year. 

“We didn’t get the price 
but we got the tonnage," 
says John Montgomery. In 
charge of Adaro’s terminal 
on the Barito river. This 
year it will carry 10.5m tons 
of Envirocoal, named for its 
low ash and sulphur content, 
to loading cranes just off the 
island of Borneo. 

KPC, owned jointly by 
British Petroleum and Rio 
Tinto, expects to sell 15m 
tons and Broken Hill Propri- 
etary's Arutmin 7m tons. 

“Margins are squeezed but 
we’re surviving.” says John 
Stephens, of BHP. "We’ve 
had no lay-offs, we still pay 
our taxes and royalties. That 
is money flowing into the 
community. That is good for 
Indonesia.” 


plexities. We may well not 
have to amend our propos- 
als." 

Although negatively 
expressed, the suggestion 
that revisions may be 
needed Is a change of tack 
by Mr Fischler. who has pre- 
viously insisted there is little 
room for manoeuvre on his 
proposals for cuts of 30, 20 
and 15 per cent in “support 
prices” - guaranteed when 
markets are depressed - for 
beef, cereals and milk. 


Indeed, it Is Indonesia's 
abundance of natural 
resources that has softened 
the triple whammy of rupiah 
depreciation, ballooning 
debts and falling domestic 
demand on the economy. 

The industrialised island 
of Java is suffering badly, 
but the termers, plantations, 
mines and oil and gas pro- 
ducers on the outer Islands 
have seen stable exports that 
have kept rupiah revenues 
in line with, if not higher 
than, inflation. 

The fall in coal prices has 
hit hard and challenged Ada- 
ro’s efforts to obtain a pre- 
mium for its product. All 
three believe they will be 
forced into the risky and 
crowded spot market as cli- 
ents choose to avoid 
long-term contracts. 

However, the companies 
also enjoy varying degrees of 
windfall from the deprecia- 
tion of the rupiah, which 
reduces the dollar share of 
expenditures. 

Rupiah expenditures are 
10 per cent of Arutmin's 
costs and 20 per cent at 
Adaro, as much of their 
work is done by contractors 
who charge dollar rates. 


The proposals have been 
strongly criticised by farm- 
ers and member states 
because of the fear that they 
w01 lead to sharp drops in 
income for the agricultural 
community. The commission 
has proposed farmers be 
given direct payments linked 
to the size of land holdings 
and animal numbers as com- 
pensation for the price cuts. 

Even when the proposals 
were outlined more than a 
year ago. tenners said the 


KPC controls much of its 
operations, but the complex- 
ity of its seams requires 
sophisticated, imported and 
costly equipment 
Located in distant parts of 
the Kalimantan jungle, these 
companies have been rela- 
tively sheltered but not 
imm une to the economic and 
political upheaval in Java. 

Adaro will need to make 
up for an expected delay in 
annual sales of 3m tons to 
the Paiton power plants 
because state-owned PLN. 
which buys tbeir electricity, 
cannot afford the dollar- 
denominated rates. 

Adaro and Arutmin have 
suffered a recent influx of 
renegade miners stripping 
seams inside their lease 
areas; all three face difficul- 
ties negotiating compensa- 
tion for land use. 

T hey have bad to increase 
wages and give bonuses, 
often in kind, to compen- 
sate for a dramatic rise in 
food prices. The cost of 
importing explosives and 
spare parts is rising fast 
Economic hardship, com- 
pounded by drought and 
bush fires this year, has also 


compensatory payments 
were inadequate. They 
believe their problems wifi 
be exacerbated by a subse- 
quent fall in commodity 
prices and the downward 
trend is likely to be con- 
firmed by the political and 
financial turmoil in Russia, 
one of the EU's biggest 
export markets. 

Commission officials said 
yesterday it was unlikely the 
forthcoming reports would 
lead to Mr Fischler formally 


boosted the cost of assisting 
local communities. 

Conflicts over taxation 
and refunds have taken their 
tolL in part a result of the 
cash crunch on the govern- 
ment. The tax service has 
insisted on charging value 
added tax on 13.5 per cent of 
production, but has been 
late with rupiah refunds. 

"We've had to make enor- 
mous savings to produce 
anything like the profit 
expectations of our share- 
holders.” says Howard Rus- 
sell, general manager for 
organisation at KPC. 

Adaro has as easy mine, 
with seams 30 metres thick. 


amending his proposals but 
they could influence his 
negotiating position. They 
said it was by no means cer- 
tain he would soften his 
stance. 

Some analysts say support 
prices win have to fell fur- 
ther than planned if the EU 
is to be able to compete in 
world markets. 

Mr Fischler also warned of 
potential delays to tbe 
reform programme posed by 
the European parliament's 


but KPC and BHP are shift- 
ing production to cheaper 
seams that are closer to pro- 
cessing plants and require 
less dirt removal, the prime 
cost factor. 

BHP has renegotiated 
prices with its contractors 
and taken over some 
operations, while Adaro has 
delayed exploration. 

The next blow is Ukely to 
be a sharp increase in the 
price of diesel, now subsi- 
dised, as all three mines are 
track and shovel operations. 

The government is step- 
ping up pressure on KPC 
and Arutmin to fulfil divest- 
ment obligations In their 


timetable for debating them. 
EU nations have said they 
wifi try to agree the agricul- 
tural reforms and accompa- 
nying changes to regional 
aid at a heads of government 
summit in March. 

Mr Fischler said parlia- 
mentary leaders had indi- 
cated that the initial debate 
on the reforms may not take 
place until January. That 
would leave little time for 
follow-up discussions, he 
said. “It will not be easy.” 


contracts, already well 
behind schedule. 

Tambang Timah. the par- 
tially privatised tin pro- 
ducer, is considering an offer 
from KPC for a 23 per cent 
share, priced at $176m. Arut- 
min has offered a stake to 
five Indonesian companies. 

However. Indonesia looks 
set to continue enjoying rev- 
enues from the coal indus- 
try, and possibly more than 
before. Adaro intends to dou- 
ble production to 20m tons, 
financed from cash flow, 
while KPC has scaled down 
its plans but has still asked 
shareholders to fund expan- 
sion from 15m to 20m tons. 


Gold 
‘fixed’ 
lower in 
London 


MARKETS REPORT 


By Paul Solnan 
and Robert Corzfen 



Gold was "fixed” at $28830 
an ounce In London yester- 
day afternoon - almost $3 
lower than the Monday after- 
noon fix. Traders said the 
fall was a reaction to the 
televised testimony of US 
President Bill Clinton. 

“The release of the Clinton 
video failed to produce the 
expected fireworks," said 
Kama! Naqvt at Macquarie 
Bank. Gold is seen as a safe 
haven for investors in times 
of instability and tends to 
react inversely to move- 
ments in the US dollar. 

Later in Europe, gold 
closed slightly higher at 
$289.70 against Monday's 
New York close of S289J20 as 
Wall Street shares fell and 
the dollar weakened. 

Meanwhile, Jerry Ellis, 
chairman of BHP. said the 
Australian resources group 
was "more pessimistic about 
long-term copper prices than 
we were a year ago". BHP 
was forecasting a price of 95 
US cents a pound in real 
terms and expected copper 
to stay below that price in 
the near term. 

On the London Metal 
Exchange, three-month cop- 
per closed at $1,641.00 a 
tonne against $1,644 on Mon- 
day. 

Crude oil prices were hit 
by profit-taking yesterday, 
with the bellwether Brent 
Blend for November delivery 
shedding 25 cents in early 
trading on London's Interna- 
tional Petroleum Exchange. 

Brent hit a low for the day 
of $14.13 a barrel before 
recovering in later trading to 
$14.34. just four cents down 
on the previous close. 

On Monday, the November 
Brent contract hit a three- 
and-a-haif month bigb of 
$14.45 a barrel, in large part 
because of the threat of hur- 
ricane Georges to refineries 
in the Caribbean. 


Indonesian coal producers 
win fight for survival 

Abundant natural resources have softened the effects of rupiah 
depreciation and failing domestic demand, says Sander Thoenes 


Adaro’s tenninaf on the Barito river carries coal to loading cranes off Borneo Sander Thoenes 



COMMODITIES PRICES 


BASE METALS 
LONDON METAL EXCHANGE 

(Prices mm ArndgamsM Metal Tracing) 


■ ALUMWIM, 8SJ PURITY (5 rwr tonne) 



Cash 

3 mto 

OCR 

1299-300 

1331-33 

PrwtflUS 

1306-7 

1338-9 

HtgMow 


1344/1328 

AM OffOal 

1309.5-10 

1340-40.5 

tob dose 


1328-38.5 

Open W. 

294987 


Tote tWy nmortf 

63950 


■ ALUMMUM ALLOY (S per fcrcej 


Owe 

1128-33 

1160-01 

previous 

1135-40 

1165-70 

HdVkiw 


1167/1180 

AM Official 

1136-37 

1167-70 

too dree 


1158-60 

Own nt 

7J55 


Total 00*1 OITOKT 

3,016 


■ LEAD |S pci bum] 



□ore 
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Previous 

512.5-30 

527.5-89 
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am omuai 

5115-2 

526-65 

tot case 
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Open mt 

38.536 
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8.833 
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Open rt 

60.113 
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18.385 
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WqfHOT 


5425(5400 

AM Oitaai 

SOWS 
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5390-400 

Open nL 

12.993 


Total daffy umonr 

2.956 
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Oose 

965a 

990-1 
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993-4 

Hlghtaw 


997/987 

AM Otto* 

968-9 

993-4 

tot 


W1-2 

Open M 

68.388 
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T9.765 
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AM Official 
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16*4-445 

tot dose 


1629-30 

Open tot 

165969 
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63.400 
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LME CMng VS rata: 14845 
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■ HCH CRAPE COPPER iCOMBQ 
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M 
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-0.50 

74 SO 

73.40 

560 

3.490 
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73S5 

-075 

74.60 

73^0 
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3.435 

Mo* 

73-S3 

-105 

73*0 

73.30 

10 

3.125 

Doc 

73.65 

-IDO 

7520 

73.40 

«.1%29Jt43 

Jan 

7390 

-085 

7405 

73.90 

14 

2.094 

Fat 

Total 
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-095 
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26 1.210 
1319 50028 


PRECIOUS METALS 

M LONDON BULLION MARKET 
(Prices sippi«i By H M RWhadiM 


GoUn'rw ad 

S pric* 

ENd* 
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CSkp 

S93>-»70 



Opening 

3900-3336 



Moftwg ft* 

288.50 

172-13 

403.04 
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38890 

172.0? 

40207 

Dai's rtgo 

3160-3390 



Day s Low 

33J023&60 
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Loco Ida Mean Gold LeodWg Ribs (Vs USS 

1 maun 438 6 months .4.04 

2 months 4.83 13 months 161 

3 months 4.66 

Sther Rx Ot US CIS ten- 

spot 291.7? 489.50 

5ffnr Leading Rates 

Hamm .190 6 moans _2.05 

2 maims 3.10 i2 monte ..195 

3 mourns 295 

&M Cotas 5 pries £ eqri*. 

Knjgenand 291294 172-175 
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Precious Metals continued 

■ GOLD COMO QOO Tror 02; S/tray tcj 


Salt Day's Open 

price change Iflph Ira IM W 

Sap 307.5 -19 2889 288.0 1 1 

Oet 287J -1.1 2899 387.4 768 9.166 

Dec 2905 -1.1 3929 2904 31.436 79980 

Feb 2929 -1.1 2949 3924 907 16922 

Apr 294.1 -1.1 2859 2959 346 11,472 

Jw 2958 -1.1 2979 295.5 87 15934 

Total 33J8B17MB0 

■ PLATINUM NTHEX (50 Troy S/tray ozj 


Oet 3539 -28 3559 3539 1.152 8999 

Jen 353.7 -XI 3569 3539 256 2,575 

Apr 354.7 -3.1 - - 23 58 

Jri 355.7 -3.1 3609 360.0 5 26 

Total , 1,40B 11988 

■ PAU4DRJM KYUEX 000 Troyes S^OTOLl 


Sv 283.75 -690 5 10 

Dee 378.73 -690 37990 2769(1 242 2J8Q 

Mar 27695 -690 _ 328 

Total 282 3,118 

■ SajaCOtgT&OOQTrotigjCartrtnfg) 


Sep 4845 -99 486.5 4849 46 83 

Dec 489.0 -*39 4929 4865 UjS87 53,810 

Jen 4919 +3.8 - - 4 48 

Mer 4939 +39 4969 4915 313 9990 

Mey 4956 +49 4945 4945 1 1.760 

Jul 4989 +4J - - 300 2.795 

ToM 12JB8 74974 

ENERGY 

■ cwreoa mcrn.MB 


latest Days Open 

price change tSgh Im Vri M 

Oet 15.44 -0 05 1553 1597 30901 23.139 

NO* 1593 -0.05 15.72 15.45 62.725 1135k 

Oee 15.75 -093 15.B3 15.60 40934 81.961 

Jan 1595 -QOl 1593 1595 7.743 43913 

Feb 1693 +901 1692 1598 1173 20.450 

Mer 1813 +092 16.13 1611 358 18,857 

Total 181,781488564 

■ CRUDE 01 PE Stone!) 


ten Day's Open 

price change Mgb Lot Vet tat 

to* 1428 -0.T0 1455 1413 33,119 78.851 

Oee 14.45 -097 14.52 1450 8.602 SI .748 

JM 1457 -005 1490 1442 5996 38564 

FA 1499 -092 14.70 1454 2.790 16930 

Mar 14.76 -093 14.78 1464 458 13.473 

Apr 1491 - 8.343 

Total at* eta 

■ HEA7TNS 08. tffMEX (42900 Id pfe.' C.VS gateJ 


latest Day's Opae 

price change tOgh Lot *d tat 

Oct 4165 -0.34 42.15 4150 12.153 29904 

Her 42.75 -098 4390 4290 3/53 37.184 

Dec 4390 -011 44.11 43.65 2.782 25.933 

Jen 44.70 -0.11 44.90 44.30 1.167 24902 

Feb 4550 -0.11 4S90 4511 1903 19914 

M M 4550 -021 4550 45.40 97 16.592 

Total 28588191,878 

M BAS OIL PE iSOrenei 


Sett Day's Open 

price cb ue Wgh Lot VM Art 

Oct 12700 -2.90 128.75 1K50 8986 32.480 

Art 130.00 -295 73150 129.00 4.194 21928 

Dec 133.50 -1 60 13350 131.50 2.176 38.407 

J«J ; 13590 -190 13550 13495 321 16.797 

Ftt 136.75 -296 137.25 13825 216 13.435 

Mar 13800 -150 13895 U800 12 8, DTD 

total 1 *.106183,751 


■ NATURAL BASK flJM EBBS maw tea) 

Oet. 7290] -aUTO 13900 12100 270 3.790 

We 13530 - 13580 13500 85 2.755 

Total- 760 37,745 

■ NATURAL SAS IfffltX (10900 HW8tti; StelftBl 


Latest Day's Open 

price change Mgb lm VM tat 

Oet 2940 * 0.053 2.340 1189 29£75 41 j 5 M 
NM 2.450 +0 036 2530 £405 11,371 36.889 

DK 2520 + 0.043 2570 £587 &E 68 32.848 

im 2.666 +0034 9710 2535 2.356 30596 

Ft* 2540+0035 2.565 2495 1527 20.708 

Ur 2.370 +0520 2.400 2560 1507 18.756 

TOW 589JTO7M20 


■ PAFHffHl CASQUE 

HTMEX (42.000 US gab; cAS gate) 



Latest Dafa 




opm 


price dianga fflgb 

LOT 

VM 

M 

OCt 

45.55 

+008 

45^5 

45.17 11,807 22,646 

Mo* 

4845 

+aa3 

4t» 

4825 

7,703 28825 

DK 

4865 

-0.03 

46.40 

45-70 

£220 

9,335 

Jm 

46 A0 

-aoB 

4660 

4630 

3ffl 

43rt 

M - 

47.15 

-803 

47.15 

47.10 

430 

ztm 

Mer 

48JM 

+OD2 

4800 

4800 

144 

1210 

Total 





Z2DZ1 25,096 


GRAINS AND. OIL SEEDS 

■ WHEAT LffFEp 00 ionnaarg per grata 



Stat 

Oaf* 




OPM 


price dtaoge ISp 

LOT 

Vri 

tat 

Sag 

7125 

- 

- 

- 

- 

51 

NO* 

7135 

+810 

7 Z 50 

72.10 

B 0 

£565 

JM 

74 J 0 

- 

74 JD 

74 J» 

80 

£311 

Mar 

76.00 

-820 

7850 

7800 

127 

1586 

»*W 

Total 

7800 

+810 

7845 

77 JO 

34 

321 

1.406 

7578 


■ WlCATOTt50OOte»^ttrt*TOtartri) 


Dec 

274 J 5 

+350 Z 74 J 5 27150 15561 64.277 

Mar 

3 ffi £5 

+350 29875 28825 

2263 27573 

“»T 

29950 

+ 4.00 2 S 800 29800 

454 8319 

Jri 

309 .ro 

+350 309.00 30650 

608 11,912 

Sep 

31750 

+450 

1 406 

Dec 

32800 

+450 

3 316 

Tote 



18011 138110 

■ MAIZE CUT ( 5,000 tu [da; CODOffiBO llriHO 

Dec 

20650 

+125 20755 20450 31562184.164 

M * 

21875 

+875 21875 21750 

4209 63,51 B 

“tar 

22650 

+1 00 22725 224.75 

1,700 24263 

Jot 

232.75 

+ 1.00 73325 23050 

2560 34,443 

Sap 

23875 

+ 0.75 23925 237 ^J 

Z 75 5580 

Dec 

247.75 

+155 24825 24050 

1575 15203 

Total 



42^95 327,817 

■ BARLEY ufft (100 onnes: £ per Kxmj 

Sm 

7100 

OT - _ 

_ m 

No* 

71.75 

-025 7225 71.75 

.145 699 

JM 

74 J 3 

- 74.70 7445 

187 464 

Mb 

7825 

+850 

00 

May 

77 J 5 

+050 

23 

Tote 



332 1^48 

■ SUTttSUfS CRT S. 0 O 0 tn b*c cecta 60 B bustel 

No* 

529.75 

+875 53150 52350 27,783 82.741 

Jen 

53875 

+ 4 J 5 54150 53450 

1543 25.648 

Mb 

54875 

+550 551 .00 544.75 

1.766 19594 

May 

55875 

+ 4.00 56050 55425 

321 7.705 

Jri 

56750 

♦ 4.73 56850 56325 

730 18512 

am 

56700 

+ 4.00 55800 56650 

2 640 

Tote 



33214 161,440 


■ SOYABEAN 08 CBT gODgttK cents*! 


Oct 

2550 

- 0.04 

7 S 65 

2521 

3.527 22542 

Dac 

2557 

-005 

25.75 

2527 

5206 4 & 68 a 

Jan 

2554 

-806 

255 S 

2525 

747 11260 

Kir 

2558 

-052 

25-50 

25.15 

951 16288 

Key 

2520 

-007 

2527 

25.10 

421 6891 

Jri 

Tetri 

2523 

-802 

2525 

2583 

596 7525 
11510 117,424 


■ SOYABEAN MEAL arTpOOtra; S/Ml) 


Oct 

1262 

+87 

127.4 

1280 

7 JJ 55 21,551 

Dec 

1309 

+15 

1319 

129.7 10408 € 7.461 

Jan 

1331 

+15 

1342 

1322 

1237 

15.546 

Mar 

1378 

+83 

1387 

1372 

777 14.453 

“*f 

141.5 

+ 0.7 

143.0 

141.0 

188 

7.748 

Juf 

1471 

+ 1.4 

1472 

I 4 i 8 

264 

7,389 

TeM 





21858138520 

■ POTATOES LFFT { 2 Q WTO £ pat Wta 


Nmr 

BOO 

_ 

_ 

_ 

_ 

3 

Mar 

T 255 

OT 

- 

- 

- 

OT 

Apr 

1580 

+80 

1580 

1522 

67 

1284 

"tar 

1680 

+80 

- 

- 

- 

29 

J* 

1780 

+80 

- 

OT 

- 

- 

Tote 





67 

W 

■ FRBSfT (BffFEO (SIOAndK poUQ 


Sap 

915 

+10 

919 

915 

IS 

109 

Oet 

978 

+3 

995 

978 

113 

498 

Jan 

1020 

- 

1032 

1020 

11 

411 

Apr 

1035 

-10 

- 

OT 

- 

an 

Jri 

920 

-10 

910 

910 

4 

200 

Total 

OOK 

Pie* 



161 

1,820 

BR 

900 

891 






PULP AND PAPER 

■ PUUBC OMLX tUSS; 24 ar fry tacri 



Sett Days 

pfca ehaage Wgh Lot 

Vel 

Opre 

int 

Dec 

429.00 -800 43150 42900 

20 

372 

Mv 

45600 -420 458.00 45800 

5 

107 

Tote 


23 

486 


RJT0HES DATA 

AS OUt tesfef br 0*5. 


Tea horn the Tea Brokers’ Association 
MomlMsa Than* was strong and improved 
demand. Brighter BPl'e appreciated by 
5-20 eems. wh 8 * mediums were Arm 10 10 
cents dearer. Lower merSuma and plainer 
sorts were dearer by about 5-20 certs. 
Brtgfnnr Squaring MTs continued trregJta-. 
Coloury mediums hefcj firm, but llgfiw 
sons were dearer by about 5-15 cents. 
Lower metftma and ptataw sorts were 
dearer by about 10-30 cents. Brighter aid 
medians PJ 3 usts were inegrtariy easier, 
but Iww roeflvsna 3 M plainer aorta ware 
dearer by about 10-20 certs. Brighter and 
medium Duatl's were easier. Lower 
wxj tfrinr amts were dearer. 


SOFTS 


■ COCOA UH=E (10 tomes: E/torne) 



Sett 

Day 1 * 




tyro 


price t 

tonga 

►fig* 

Low 

wa 

bit 

Sep 

963 

+7 

_ 

OT 

13 

31 

Dac 

1016 

+4 

1021 

1011 

1263 

68,593 

Mar 

1045 

+3 

1050 

1041 

015 

40.548 

May 

1063 

+3 

1065 

1060 

56 

15232 

Jri 

1081 

+3 

1079 

1079 

11 

9243 

sre 

1066 

+2 

1102 

1098 

272 

28346 

TBte 





22 T 7 T 73 J 45 

■ COCOA CSCE (10 femes; Stones) 



Dec 

1521 

-1 

1634 

1510 

1.082 

38921 

Mar 

1560 

-1 

1570 

15 S 7 

449 

21.189 

•tor 

158 S 

-3 

1595 

1579 

505 

6,294 

Jri 

1612 

-4 

1624 

1607 

15 

1.913 

Sta> 

1637 

-7 

1650 

1650 

- 

1.680 

Dac 

1684 

-10 

1675 

1875 

34 

4239 


Tetri 3,120 73950 

■ COCOA (COT gMjfioeari 


top 21 Price Prev. day 

QaBy 719790 1197.63 

■ COFfg UFFE (5 tonog Mmna) 


Sap 

1680 

+41 

1680 

1650 

107 

7299 

No* 

1605 

+47 

1612 

1508 8310 19.142 

Jan 

1565 

+47 

1570 

1529 

611 

7.082 

Mar 

1542 

+44 

1541 

1512 

451 

2417 

May 

1527 

+44 

1526 

1500 

135 

940 

Jri 

Tote 

1517 

+44 

1520 

1495 

27 412 

4347 31,413 


■ COFFEE T CSCE ( 3750 CUg: OTC/feW 


Dec 103.85 +090 10395 101.50 6,112 18980 

Bar 10155 + 1.10 10390 100.73 1.364 7509 

May 103.85 + 1.10 103.75 101.50 617 3.411 

Ail 104.05 + 1.30 10450 103.75 84 1,540 

Sep 105-35 + 1.10 106.00 1 « 75 237 1.479 

D 8 C 107.45 +190 10895 10695 129 466 

Total 8 , 4*3 32985 

■ uurrtfc (CO) (US canBftOuldl 


Sep 21 Pm. day 

Om. dafly 9155 9295 

15 day averagi 98.75 9795 

■ WWTS SUGAR UffE (50 tonnes: SROTre 


Dac 

2178 

♦22 

219.0 

2156 1.097 15,107 

Mar 

2242 

+11 

2242 

221 1 605 14.004 

“a* 

2235 

♦32 

2284 

2261 87 £467 

Aug 

232.0 

+34 

231.9 

2315 IS 1.703 

Oct 

2385 

♦24 


- 1279 

Dec 

236.1 

+22 


- 136 

Trial 




W 3459 B 

■ SU 6 AR 'IV CSCE [ 11 £«WW. COTOtel 

Oct 

7.19 

+ 02 F 

720 

700 9.791 39553 

Mar 

7.04 

♦819 

7.60 

75111617 76.322 

May 

7.73 

♦020 

7.76 

7.64 7.882 12412 

Jri 

7.81 

+021 

754 

7.70 586 8441 

Oct 

320 

+ 0.15 

821 

878 4 SB 8 057 


Tetri 23923154,196 


■ C0TT0B WCE (SOJMOOb; cantatB} 


Dri 

7450 

+057 7456 74 05 

395 

T .184 

Dac 

7649 

+166 7865 7555 5200 37511 

Mar 

7559 

+ 1«4 75.45 74.80 

789 20.954 

May 

7450 

♦055 7450 74 48 

234 10280 

Jri 

74.70 

+135 74 75 7425 

104 

6313 

Total 



03 * 88755 

■ 0 RAN 6 E JUICE WCE 05 XOOK CMsAtei 


Nor 

10555 

♦255 10725 10350 4.256 15574 

Jap 

10885 

♦255 11025 107.00 1270 

7.045 

Mar 

11120 

+250 17 £50 10950 

388 

4 J 12 

May 

114.10 

+250 11175 11350 

16 

783 

JW 

116 40 

* 2.15 11750 116 00 

12 

325 

Sep 

11840 

+ 2.15 


36 

Tote 



5341 

39,109 


VOLUME DATA 

Opto Mtacst and VMbtc data sftwn tor connate 
traded on DOMEX. NYlEt, C 8 T. HTCE. CW. CSCE 
and PE Crad* 04 arose *ry in srrcoi Votame A 
Open Merest baals ary Hr ri traded months 


INDICES 

■ Rartae (Base: 181331 ^ 100 ] 


sap 22 

Sep 21 DHatb ago 

m ago 

14675 

14619 1513.5 

1931.3 

■ OB Fatere (Basse 7967 > 100) 


Sec n 

Sep 18 BonOi ago 

war ago 

201.72 

20C.18 


■ esa spot (Ba» 1970 a 100) 


Sep 21 

Sep IB umn ago 

yaw age 

15£21 

152.47 140.62 

19U4 

UEmnnuse stocks peereri 


AksiHuni 

+575 » 

501375 

AfctaWumriBT 

+6o a 

75380 

ftPOT 

+7.000 to 

3W3W 

tad 

-» to 

1 15226 

Mete 

-84 to 

53238 

lire 

-1.725 to 

367275 

Tin 

+40 fa 

8410 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME HOJOteK oatette- 


SM Day’s Open 

Price change Mgb Lot VM tat 
Oct 61900-0950 62935 81550 5.178 30949 

Dae 61900 - 0.125 64.100 63550 3938 32.799 

Fib 64925 + 0.135 64.400 64550 1,069 16536 

Apr 65 . 775+0900 65950 65.450 1941 8922 

Jon 62900 - 62900 62925 513 5.983 

Aug 62.675 + 0.050 62900 62950 398 \j 514 

Tdtri 11534 85970 

■ t£AM MOBS CME WOOMs; centttwl 


Oct 

41275-0325 42175 41.300 3.005 

10372 

Dec 

41200-1150 40300 40.050 £359 

13,693 

Fab 

44200 - 0.825 45200 44.100 

582 

5302 

Apr 

46.375 -0300 48950 46350 

ia 

1335 

Jun 

55250-0225 51700 55.000 

221 

1,401 

Jri 

56 . 300-1100 56400 56150 

17 

573 

Tote 


6345 

34314 

■ PORK B 8 UES OK HO.DOQbs; cents/tto) 


Feb 

47325 + 0.500 48150 46225 

878 

2351 

tor 

47325 +0375 48.100 46250 

51 

219 

Hey 

48500 + 1.500 48500 47000 

4 

23 

Total 


933 

8121 


LONDON TRADED OPTIONS 

SOOT price S totata — CaBe— — Pus — 
■ A i iwma ia 


BB. 7 %) LAK 

Nov 

Ftb 

Nov 

Feb 

1350 . 

25 

59 

43 

53 

1400 .. 

10 

38 

78 

81 

1450 - 

3 

24 

121 

115 

■ COPPER 





iDrada A) LME 

Nov 

Fib 

tov 

Fab 

1600 .. 

75 

113 

33 

60 

1700 

29 

66 

87 

110 

1800 

6 

35 

166 

177 

■ COFFEE UFFE 

Nov 

Jan 

tov 

Jai 

1550 — 

72 

102 

7 

37 

1600 

41 

73 

17 

58 

1650 

21 

50 

36 

85 

■ COCOA LUTE 

Dec 

Mar 

Dee 

Mar 

975 . .... 

55 

85 

14 

15 

1000 . . 

38 

66 

23 

21 

1025 - . 

27 

52 

36 

32 

■ BRENT CRUDE IP 6 

OCt 

tor 

la 

tor 

1400 

70 ’ 

. 

43 

. 

1450 

47 

80 

. 

. 

1500 

28 


- 

- 


LONDON SPOT MARKETS 

■ mens on. hb urn barren «*- 


Dubai 

SI3.7fl-3.8Sc 

-014 

Brent Sard «a«J1 

SI 4.39-4.42 

+0095 

Brant Send (Nov} 

S14 31-4J4 

-0.035 

W.T1 

S15.60-5.62x 

-004 

■ OR. PRODUCTS NWEpusept oeBwjnr OF (Urae) 

Ptentaen Qreritae 

SI S7-i 59 

•3 

6 » Off 

SI 28-129 

•3 

Heavy Fuel CM 

S66-68 

+25 

Uspttifts 

SI 28-131 


Jet fad 

Si 45-146 

•3 

Diesel 

SI 42-143 

-2 

■ NATUBAL GAS (PWWflDBUU 



Baffin (Oct) 12.18-1295 +0.01 

PnvotB 4rps id bxdm pirn 3 SR b? s? 


■ cm® 


Sold (per (roy 09 * 

5289 45 

-£60 

aver {per troy 04 X 

489 . 50 c 

-1500 

PtatRum (per trey at .1 

S 3 S 3.00 

- 0.50 

Paaaarra (per tray MJ 

S 376^0 


Cqiper 

84 . 0 c 


Lead (US prodj 

45 . 00 c 


Tta (Kuala Lumpv) 

3 L 23 r 


Tlri (NOT YeriO 

31 i 


Case (Me we^U) 

78 D 9 p 

■ 

Sheep ?w wdgttf] 

742 p 

* 

Pigs five viegWt 

3754 p 

* 

lm oif sags (iav) 

SI 7120 

+ 4.40 

Lon. day sugar fwts) 

821420 


Sadfly (Eng. feed} 

Unq 


Mala (US Pto 3 Yetart 

£10900 


Wval (US Dat tort* 

Unq 


Rutter (Octft 

4825 p 

+125 

Rotor WN 

4875 p 

+ 1£5 

Rutter iKLRSStol) 

26100 m 


Count 01 (PM}§ 

03 O.i)y 

- 1 DD 

Psh n HteayJ§ 

®50 


Copra IPHOS 

S 4 iO 0 y 

+£5 

Soyabeans (US) 

fS 0 y 

+£0 

Cara Outaafc'A' Index 

65.60 


Wootops (644 Super) 

300 p 



Ebb ane tom « mi ratal caMtatcewA hot 
In m UdMtoi Wilt r fcgSo t sec Vuaeoi Reas S » 
tew f M" «*. ’ Oav « nek. ttead n m 
nail of pgr utf 


JOTTER PAD 


CROSSWORD 


No.9.794 Set by CINEPHILE 



ACROSS 

I CattJe (with C variety) 
enthusiast with bitter 
herbs (9) 

G Howard in film sells birds 
( 5 ) 

9 Poor fool with single sheet 
<5> 

10 Internal flight? (9) 

11 C plant as chaperon? (10) 

12 Be quiet! Do go back and 
get something on your feet 
14) 

14 Abie to read and write with 
no head? Say that again. (7) 

15 Unfortunately some - we - 
I - need to be reformed 
(%£2) 

17 Setter’s following James for 
shrub (with C variety) (7) 

19 Full of praise for poetry? (7) 

20. 22 There’s optimism ahead 
with... (12.4.4) 

20,24 C, undoubtedly a 

pet owner (4,4) 

25 Quiet type of wanderer in 
varied tint (9) 

26 C reversed reversed D and 
E(5) 

27 Fabric student has on after 
close sound (5) 

28 Debt? On the record that's 
it (9) 

DOWN 

1 Proceed with a month’s 
climb to spoil the view? (5) 

2 Train of bloomers - noth- 
ing left Inside (9) 

3 Warning to predators 
changed soap before It 

came off (10) 


4 Died at quarrel, which is 
outrageous (7) 

5 Bird (with C variety; has 
two fights (7) 

6 C in tbe orchestra (4) 

7 C in a rage (5> 

8 Veronica seems to go at a 
good pace (9; 

13 Oystereatcher's fruit - ter- 
rible drivel (55) 

14 Jab into the combustion 
chamber? (9) 

16 Helped with extra shoots, 
say (9) 

18 Rifle which doesn't start 
and goes wrong in the end 
(7) 

19 King in Shakespeare play 
not cast among the dress 
(7) 

21 Term of endearment seek- 
ing suffix (5) 

23 Regular time for it to hap- 
pen (5) 

24 See 20 

Solution 9,793 
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LONDON STOCK EXCHANGE 



FINANCIAL TIMES WEDNESDAY SEPTEMBERS 1998 


Rate cut and bid rumours arrest market’s slide 


MAj^J^RT 

By Steve Thoropsoo, 

W( Stock Market Editor 


The three-day slide in UK 
equities was halted yester- 
day as bargain hunters 
moved in to take advantage 
of what was seen by some as 
an oversold market During 
that period, the FTSE LOO 
index had fallen more than 
300 points, or 5.7 per cent. 

A strong rally on Wall 
Street overnight, after the 
release of the video testi- 
mony of President Clinton, 
was the main driving force 
behind London, where Foot- 


sie finished the session 113.0 
higher at 5.105.3. 

The Dow Jones Industrial 
Average recouped an early 
ISO-point slide to finish Mon- 
day 37 points ahead, giving 
strong encouragement to 
Asian and European mar- 
kets. A sluggish start to yes- 
terday's US session was sur- 
prisingly shrugged off by 
traders in the City. 

Adding to the momentum 
of London’s performance 
was a story that a bid for 
Reed International could be 
on the boil. 

And there was an improve- 
ment in sentiment regarding 
the possibility of a reduction 


in US Interest rates after 
next Tuesday's meeting in 
Washington of the US Fed- 
eral Reserve's open market 
committee. 

The other FTSE indices 
were nothing like as impres- 
sive as the 100 index, with 
the 250 climbing 19.1 to 
4.57IL2 but the Small Cap los- 
ing an early modest gain to 
finish 1.7 easier at 2,036.0. 

Dealers said there 
remained extreme nervous- 
ness about the potential for 
more profit warnings from 
leading UK companies, one 
of the factors that has under- 
mined confidence in the Lon- 
don market 


There was widespread 
relief that there were no 
more damaging statements 
from FTSE 100 constituents 
yesterday, after the spate of 
warnings from RMC, Bass, 
Shell and EML 
There were three warnings 
announced yesterday. One 
was from Scapa Group, the 
chemicals company, whose 
shares plummeted 16 per 
cent easily the worst perfor- 
mance in the FTSE 250 
index. The others came from 
Longmead. AlM-llsted. 
whose stock price tumbled 
36 per cent, and Clinical 
Computing, whose shares 
dropped 17 per cent. 


The recent slide has 
induced some of the equity 
strategists to come out with 
supportive notes. 

One of the market's 
long-standing bears. Richard 
Jeffrey of Charterhouse TU- 
□ey, adopted a more positive 
view yesterday saying that 
at levels below 5,000 on the 
FTSE 100 “it’s right for 
investors to take advantage 
of weakness”. 

Gareth Evans, equity mar- 
ket strategist at Nikko 
Europe, said: "Over the 
short-term we would recom- 
mend caution on the UK and 
European markets, simply 
because both sentiment and 


momentum are clearly very 
poor. However, over the next 
12 months we retain our pos- 
itive outlook. We would 
focus on the valuation of 
equities versus bonds and 
the power of mergers and 
acquisitions, the incentives 
for which remain in place." 
Nikko has an end-year FTSE 
100 target of 5,800. 

And Corey Miller at Pari- 
bas said: “A close analysis of 
of the valuation structure 
shows the UK market has 
never been cheaper.” 

Turnover in equities was 
979.4m shares, with non- 
FTSE 100 stocks accounting 
for 58 per cent of the total. 


FTSE 


2600 

.2500 

2400 

2300, 



-toncFT^famai iu&m- 




Mm 

Indices and ratios 






PISE TOO 

51035 

+1135 

FT 30 

30964 

♦802 

1384 

FISE 250 

45722 

+ 19.1 

FTSE Non-flwpto 

2058 

FTSE 350 

24375 

+ 46.4 

FTSE lOOFat Sap 

51855 

-wi 

FTSE AS-Sbaitt 

236457 

+4251 

lOpSUjiWd 

556 

- 552 

FISE AB-Stian yteU 

342 
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Reed Int 
sparks 
bid talk 

MMPANIESRB’ORT 

By Pater John, Joel Kftaza 
and Martin Brice 

A sharp rise in Reed 
International sparked off a 
burst of takeover specula- 
tion in the stock which 
ended the day 31K higher at 
534%p. 

The rumour was highly 
specific. It suggested Morgan 
Stanley Dean Witter bad 
received £50m (182.50m) in 
fees to negotiate an offer by 
a US technology company 
keen to get hold of Reed's 
technical publications. Mor- 
gan Stanley was unavailable 
to comment 

Analysts believed the 
potential bidd er could be 
Microsoft, KKR or Thomson 
of Canada. Internet search 
companies such as Yahoo! 
and Netscape were also men- 
tioned. Microsoft is seen as 
the most likely because it 
has been steadily building 
content to go with its 
immense distribution net- 
work. But the company also 
faces antitrust problems. 

Panmure Gordon cited pre- 
vious comments from Reed 
implying it was seeking a US 
marketing-based leader and 
said an international offer 
would make “eminent 
sense”. The broker painted 
out Reed had 1,200 leading 
scientific titles and desper- 


ately needed electronic deliv- 
ery. 

However Louise Barton of 
Henderson Crosth waite 
argued that it was little 
more than a story chasing a 
share price. 

“This company is under- 
rated and doesn't need a bid 
for .the share price to rise. 
There was no exceptional 
volume and no trading out- 
side the spread.” she said, 
reiterating her 60Op share 
price target. 

ICI shares dropped 2S'/> to 
471/ip, a new 52-week low. 
taking the company's mar- 
ket capitalisation to £3.43bn. 

By contrast, Colt Telecom, 
one of the Footsie's newest 


FT 30 INDEX 


entrants on Monday, lifted 
15 to 610p to give it a market 
capitalisation only slightly 
lower at £3.4bn. Colt has 900 
employees, £62m of sales last 
year and no profits. 

It has been some years 
since the leader in the chem- 
icals sector warranted the 
description as the bellwether 
stock of UK industry 
because of its wide spread of 
manufacturing interests. 

The company hived off its 
pharmaceuticals arm long 
ago and has been steadily 
moving away from heavy 
industry. Nevertheless ICI is 
still regarded as a key ele- 
ment in a depleted manufac- 
turing industry, ranking 


5 tpM sa >21 3 ep 18 5 q> 17 Sep 16 Tr apo -Wg» lam 

FT a 3096.4 30382 3102.10 31523 32670 3254.0 3864.0 30302 

OnL av. ytatd 3.42 3.43 3.43 137 126 3.40 422 2.72 

IVEnHnM 7930 19-22 1157 1191 20.55 21.16 25.41 15.30 

p/E mu fll 19.50 19.14 19.49 19 .B 2 20.40 20.87 25.19 1171 

ft jo an tnq m oat Mp sou mow* b§ a* warn bob Mr i nos. 

FT a hoartr ctnagas 

t 10 11 12 13 14 19 11 ugh IM 

303&2 30845 307211 3061.4 30675 30999 30095 30855 31055 30382 

O FRE Aii umiB Unfed 1998. M rtgffc moral for iJ96 


STOCK MARKET TRADING DATA | 


Sep 22 

Sep 21 

Sep 18 

Sep 17 

Sep 16 

ttago 

SEW bargains 

55506 

75503 

75.499 

55466 

62,325 

43.331 

EqiAy nmover (Emit 


3051 J 

36265 

29055 

29605 

25965 

EtjoNy bvgainsf 


44.042 

44.490 

40500 

48^91 

43409 

SrwH Htotod (m>7 


830.3 

8714 

8907 

8225 

7854 

Total maker twgabat 


61.459 

78.799 • 

56.130 

63.790 

- 

Tons unw (Emit 


4233.4 

4504.4 

43054 

42332 

- 

Total emt traded imtt 

■9794 

11104 

12075 

12165 

10985 

- 

Tradepolnt tunover (£mi 

14.1 

135 

25.4 

235 

285 

25 

Tradajx** itn tradod(m) 

62 

5.4 

84 

75 

95 

05 


t&dnfcg tacuratat and mnw Ixnna M wwtoj Cnat wna*K nJKaq«HVUm.tl*Ota 
inn-nMt ikni 

U London martwt data 

nmndtabr 32 Wnk»flteM)dto«m UFFE Equity opens* 

Total Haas 840 Total Highs 34 Tort contract! 21422 

ToH Fal* 644 Total Urns 193 cals 11.646 

Sana 1,456 Puts 11.776 

Sap 22 * 0 ao bread on Ewtr Duns Mm on Dio London Sham Senica. 


Best and worst performing FTSE sectors 


kmuancfl 

2700 : 

2300 1__ 

2200 \AA-s 

2100 — WlX- 

2000 

1900, 11 ■ 

Jlfl ■ IBS® ' Sep. 

Aunt OmamttOf 

alongside British Steel, 
which fell from the FTSE 100 
Index on Monday. 

Royal & Sun Alliance was 
the best performing stock 
among the blue chips yester- 
day as an announcement 
that should lead to increased 
liquidity coincided with at 
least one recommendation. 

The insurance company is 
to issue American Deposi- 
tary Receipts. Each Royal 
ADR will represent five 
underlying ordinary shares. 

The shares have been 
heavily sold and Credit 
Lyonnais Laing recently 
turned more positive on the 
stock as it upgraded the sec- 
tor from “underweight” to 
“neutral”. The stock is also 
heavily geared t0 overall 
market shifts because of the 
company's big investment 
portfolio. In a rising market 
the shares jumped 37Vi or 8 
per cent to 506Vip. 

Dealers attributed the 
sharp rise in British Tele- 
communications to a “flight 
to quality” helping it to lead 
buying in some of the lead- 
ing Issues in the sector. The 
shares jumped 43 or 5.5 per 
cent to 828‘/ip after trade of 
18m, while those of Cable & 
Wireless hardened 4 to 52Qp. 
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Electronic Controls and Communications 
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Energis rose 32 Vi to 722 %p 
ahead of a dinner for 12 
institutional clients that was 
hosted by Henderson Cros- 
th waite. 

The broker published a 
weighty research note rec- 
ommending the stock. Ana- 
lyst Chris Godsmark said in 
the note: “At current levels, 
Energis shares are trading 
well below our discounted 
cashflow valuation of 950p. 
We believe the present weak- 
ness in the stock price repre- 
sents a buying qpportrmity. 
We expect the share price to 
recover as Energis continues 
to outperform analysts* fore- 
casts and the steady flow of 
corporate contract wins con- 
tinues.” 

Telewest off 

Sellers gained the upper 
hand in new Footsie constit- 
uent Telewest Communica- 
tions. The shares lost 11 to 
144p, the worst performer in 
the index. A planned placing 
on Monday of 4.7 per cent of 
the company’s issued share 
capital, on behalf of Vivendi, 
the French utilities group, 
was postponed because of 
weakness in global stock 
markets. 

TLG increased its pre- 
mium to both the offers 
recently made for the com- 
pany, suggesting that inves- 
tors believe a higher bid is 
on the way. The shares 
gained a penny to I83p as 
TLG again urged its share- 
holders to take no action. 
Cooper of the US had made a 
160p offer that bad been 


trumped by the I75p bid 
from WassaJL Wassail 
shares were static at 243p. 

Anglo- Dutch giant Uni- 
lever rose 3 514 to 495 Vip fol- 
lowing a positive briefing to 
analysts on Monday. 

Sector specialists said the 
briefing had helped reassure 
them in the wake of recent 
cautious statements from 
the group's rivals. 

Dealers said there had 
been further indications 
from the company that it 
was investigating ways of 
distributing the proceeds of 
its speciality chemicals dis- 
posal to ICI Credit Suisse 
First Boston reiterated its 
“buy” stance saying. “The 
long term story of improving 
the returns on strong inter- 
national brands Is still 
firmly intact” 

BPB tumbles 

BPB was one of the worst 
FTSE 250 performers as ana- 
lysts cut their forecasts fol- 
lowing a round of meetings 
with the company. The 
shares fell almost 7 per cent, 
or 16%. to 231p. 

Analysts generally were 
taking some £lQm-£15m off 
forecasts for this year, bring- 
ing them to about £i75m. 
Next year's numbers were 
being cut by about £20m to 
about £192m. 

Software company ICM 
Computer was up 12 at 
20lVip after it exceeded by 20 
per cent the forecast in Its 
flotation prospectus and pro- 
duced final pre-tax results of 
£3. 43m. 

Elsewhere among com- 
puter groups, CMG was the 
best performer in the FTSE 
250 as it gained 148 to £16.98. 
recovering much of the 
lTTAp it had lost the day 
before. 

CMG was among those rec- 
ommended yesterday by 
Dresdner Kleinwort Ben- 
son's quantitative analyst 
Andrew Lapt borne as he 
focused on MidCap stocks 
with strong historic earnings 
growth. 
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Major Stocks yesterday. 
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When Unilever wonted to automate for high speed production 
for Lipton, Rockwell was their cup of tea. 


You succeed. We succeed.* 

http://www.rockwell.com 
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STOCK 



MARKETS 


Japanese crisis keeps investors on edge 


EMERGING MARKET FOCUS 



WORLD OVERVIEW 


Indications that President 
Bill Clinton had survived his 
latest Starr Chamber ordeal 
reassured equity markets. 
writes Michael Morgan. 

Most leading Asian mar- 
kets had a better day as 
TOkyo picked itself up from 
Monday's 12-month low. 
However, the mood in many 
centres remained nervous in 
the face of Japan's 
protracted financial crisis. 
Hong Kong took its lead 


from the firm overnight 
close on Wall Street but 
Manila was the region's big 
loser as investors continued 
to come to terms with an 
increasingly bleak domestic 
economic outlook. 

Banks, telecoms and the 
high-technology sector led 
an early European recovery 
on the view that Monday's 
nervous pull-back had been 
overdone. But the bourses 
retreated from their highest 
levels as Wan Street turned 
down late in the European 


day. Meanwhile, speculation 
also mounted late in the ses- 
sion that plans were at an 
advanced stage for G7 coun- 
tries and multilateral agen- 
cies to launch a multi-billion 
dollar rescue furo for emerg- 
ing market nations, with 
Brazil a key beneficiary. 

But in spite of the more 
upbeat mood, caution 
remained the watchword. 

While Jerry Evans at 
Enskilda Securities is doubt- 
ful that equities are entering 
a full bear market, he 


believes an early return to a 
bull trend is even less likely. 
Economic trends will be 
opaque for some time and. as 
a result, the markets could 
well trade within wide but 
clearly defined ranges into 
1999. “jumping like kanga- 
roos between positive and 
negative sentiment”. 

Little respite is seen for 
the emerging markets. Brian 
Mullaney at HSBC Securities 
notes that the last three 
months has seen the biggest 
ever pull-back iu the IFC 


composite index, exceeding 
last autumn’s Asian confla- 
gration as well as the L9SM 
Tequila crisis. This has left 
emerging market assets, 
especially equities, now 
looking incredibly cheap. 
“The risks, however, are 
simply too high to opt for 
anything other than a highly 
selective stance in what we 
expect to be a highly turbu- 
lent environment in the 
months immediately ahead.” 

Merrill Lynch advised 
investors to prepare for the 


lowest global interest rates 
since the second world war 
over the next year as excess 
liquidity triggers a wave of 
deflationary pressure. 

Chief investment strate- 
gist Chuck Clough suggested 
investors should be prepared 
for a collapse in money rates 
in the Gt countries, led by 
the US. The collapse in Asia 
was already visible, tensions 
were rising in Latin America 
and eastern Europe, and the 
trend was making itself felt 
in Europe. 


Russian threat 


Dow falters Volatile Paris finds plateau 


but techs 


RIROPE 


push higher 


AMERICAS 


Wall Street remained mixed 
going Into the afternoon ses- 
sion, with blue chips remain- 
ing weak but some technol- 
ogy shares gaining ground, 
writes John Labate in New 
York. 

People were looking 
towards Alan Greenspan's 
testimony to the Senate 
today, said Bill Meehan, 
chief market analyst at Can- 
tor Fitzgerald. “We’re proba- 
bly going to drift around rel- 
atively aimlessly. The next 
thing will probably be when 
we get more reported earn- 
ings or clear guidance as to 
what 1999 will be like." 

The morning session was 
marked by a summit meet- 
ing between President Bill 
Clinton and Keizo Obuchi, 
the Japanese prime minister. 
In New York. Analysts held, 
out little hope that a bold 
financial plan for Japan 
would emerge soon. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had lost 60.51 to 7,872.74, 
while the Standard & Poor's 
500 index was flat at 1,023.82. 
The tone was mildly posi- 
tive, with advancing shares 
leading decliners by 17 to 11 
on the NYSE. 

Technology and small-cap 
shares fared better. The Nas- 
daq composite was up 1034 
to 1,690.77 and the Russell 
2,000 Index climbed 2.40 to 
365.04. 

Among Dow components 
Eastman Kodak shares foil 
$2ft to |82{} after Goldman 
Sadis lowered its rating to 
"outperform”. Coca-Cola was 
down as well, off 32% or 
more than 4 per cent to $564 
on speculation surrounding 
Its planned acquisition of a 


French drinks company. 
American Express fell $3£ to 
382. 

Crown Cork & Seal tum- 
bled more than 13 per cent 
or $5 to $32 A after the com- 
pany announced a reorgani- 
sation. job cuts and a third- 
quarter charge. 

Retailer Venator rose 3A 
to 310 after the company 
said It would sell German 
stores and planned a new 
share buyback programme. 

Transport shares pushed 
higher with UAL, the parent 
company of United Airlines, 
up $1% to 369% after the 
company announced a new 
president and chief execu- 
tive. 

High-technology shares 
were mixed. Advanced Micro 
Devices climbed Sft or more 
than 5 per cent to £18$ after 
it announced a new line of 
semiconductor chips. But 
Hewlett-Packard fell 3$ to 
350$. 

TORONTO held its gains 
although an early rally on 
Wall Street fizzled out, and 
the TSE added 14.67 or 03 
per cent to 5,789.00. 

Most of the TSE 300 sub- 
indices gained ground, but 
communications and media, 
consumer products and 
financial services edged 
lower. 

Utilities, which led the 
TSE’s early rally, was sup- 
ported by telecommunica- 
tions shares. BCE, the tele- 
phone giant added 30 cents 
to C$47.90 while Telus rose 
15 cents to C$30.75. 

In the financials group, 
Bank of Nova Scotia fell 10 
cents to C325.5Q. Royal Bank 
of Canada bucked the trend, 
gaining 30 cents to C$63.80 
and Bank of Montreal added 
25 cents to C$59.30. 


Sao Paulo’s early rise 


Latin American markets 
were higher at midsession, 
taking their lead from the 
positive tone seen in Asia 
and Europe. 

SAO PAULO was an early 
winner, jumping more thaw 
4 per cent and setring the 
tone for neighbouring mar- 
kets. But by midsession the 
rise in the Bovespa index 
had been trimmed by 26 at 
6,475 as domestic Investors 
again became cautious, 
unwilling to adopt fresh 
positions ahead oE the gen- 
eral elections on October 4. 


MEXICO CITY also put In 
an early spurt, rising more 
than 4 per cent in the first 80 
minutes. Analysts noted that 
market sentiment had 
improved on hopes that the 
region could look to Interna- 
tional lending agencies and 
the world's rich countries for 
aid. By midsession the IPC 
index was 93.7 or 2.7 per cent 
higher at 3^88.1. 

BUENOS AIRES was 
another strong performer. 
By midsession the Merval 
index was 12JS6 or 3.6 per 
cent higher at 369.04, 


European equities stayed 
volatile with early gains in 
most centres pared deeply by 
the close of trading. 

PARIS, which touched a 
session peak of 3.451.60, 
ended with the CAC 40 little 
changed, up 5.33 at 3J47.98. 

Among the heavyweights 
within the benchmark. Ren- 
ault stayed out of favour, 
sliding FFr13 to FFr221 for a 
two-day decline of 15 per 
cent while France Telecom 
shed FFr18 at FFr384.50. 
Rhone -Poulenc tumbled 
FFr8.50 to FFI21250. 

Alcatel, down more than 
50 per cent in three days fol- 
lowing a profits warning, ral- 
lied on the back of a presen- 
tation to US investors in 
New York, adding FFr4 at 
FFr514. Cap Gemini, which 
reached up to FFr795 at one 
stage following an earnings 
upgrade by Goldman Sachs, 
closed FFr25 higher at 
FFr725. 

Among lesser caps, televi- 
sion group TFI rose FFr84 or 
9 per cent to FFr1,019 on top- 
of-the-range first-half results 
that prompted talk of broker 
earnings upgrades. 

FRANKFURT gained 
110.10 to 4,549.23 on the 
Xetra Dax index - 59 points 
below the best of the day. 

SAP jumped DM74 to 
DM854 after an upgrade to 
“strong buy” from “outper- 
form er” by Lehman 
Brothers. Adidas Salomon 
and HypoVereinsbank both 
surged more than 10 per 
cent, advancing DM16.40 to 
DM173 and DM12.40 to 
DM138 respectively. 

Steel leader Thyssen 
stayed out in the cold, not 
helped by competition con- 
cerns on the news that Usl- 
nor of France was bidding 
for control of Belgian giant 
Cockerill Sambre. Thyssen 
fell D M11.4 0 to DM30160. 

AMSTERDAM, one of the 
weaker European markets in 
recent sessions, gained 41.27 
to 94&S9 on the AEX index 
with strong gains for the 
international heavyweights 
supplying most of the fuel. 

An upbeat analyst's brief- 
ing by the UK arm sent Uni- 
lever up FI 9.80 or 9 J2 per 
cent to FI 116.80 and Philips 
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also rallied strongly, rising 
FI 10.30 or 12.6 per cent at 
FI 92.30 in spite of a round of 
savage earnings cuts by hro-- 
kers. Goldman Sachs, for 
example, reduced its esti- 
mates of Philips* earnings 
per share by 19 per cent for 
this year and 30 per cent for 
1999, although it kept fixe 
electronics giant on its rec- 
ommended list. 

ZURICH regained its com- 
posure after Monday's 5 per 
cent tumble and the SMI 
index finished 89.6 higher at 
6,111.1, off a peak of 6.248J. 

Among the strongest gain- 
ers, Zurich Allied put on 
SFrl8 to SFT750 while Novar- 
tis gained SFi23 to SFr2,i83. 

Nestle also had a good 
day. rising SFr78 to SFr2,670 
in spite of lowered earnings 
estimates from three banks. 

Cydicals were mixed. ABB 
rose SFr35 to SFrl.365 but 
Holderbank dropped SFr26 
to SFrl.243. 

MILAN gained 637 or 3.5 
per cent to 18,914 but closed 
Off its day’s highs as Wall 
Street lost initial gains. 

Fiat gave ground ahead of 
its post-market first-half 
results announcement The 
shares fell L117 or almost 2 
per cent to L4.607 on fears 
over its exposure to Brazil 

Magneti Marelli. Fiat’s 
auto components maker, fell 
L45 or 1.2 per cent to L2.3Q7 
after the company released a 
sharp foil in first-half pre-tax 
profit figures. The weak fig- 
ures weighed on Hat shares. 

Banks were in favour, 
with Banca di Roma up L174 
or 6.6 per cent to L2.829 and 
Banca Co miner dale Italiano 
up L268 to L8.882. Credito 


Italiano closed up L4Ci2 to 
L7.438 after an official said 
that the bank expected to 
post above target 1998 
results. 

Montedison, the most 
active issue of the day. rose 
L57 to L1.735. Alitalia slid 
L167 to L5.224, posting its 
second straight decline fol- 
lowing its debut in tbe MIb30 
index on Monday. 

MADRID gained ground 
on technical buying and the 
general index closed up 22.71 
or 3.5 per cent to 674.68. 

Stocks that had fallen out 
of favour because of expo- 
sure to Latin America ral- 
lied. Banco Bilbao Vizcaya 
rose Ptal35 or 10.3 per cent 
to PtaL445, Santander added 
Ptal60 or 8 per cent to 
Pta2,190 and Telefdnica 
gained Pta230 or 4.8 per cent 
to Pta5,050. 

Investors also sought 
defensive stocks. Retailers 


were hi gher with hypermar- 
ket Conrinente up Pta95 or 
2.7 per cent to Pta3.600. and 
Pryca adding Pta205 or 7.7 
per cent to Fta2£80. 

Utilities were also seen as 
safe havens from turmoil on 
international markets, with 
Endesa adding Pta45 or L5 
per cent at Pta3,055 and 
Sevfllana closing up Pta30 or 
2 per cent at Ptal£50. 

STOCKHOLM moved 
higher in above average vol- 
umes in spite of a down day 
for Ericsson. The market 
heavyweight eased SKrl.00 
to SKrl50 on news that its 
interim results would be 
announced on October 12 
with a “review of the compa- 
ny’s structure". The general 
index ended up 1.2 per cent 

at 2.774.17. 

Drugs leaders pushed 
higher. Astra gained SKrL5Q 
to S&137.5 and Pharmacia & 
Upjohn added SKr3.50 at 

SKr378.50. 

Fashion retailer Hennes 
&Mauritz jumped SKrl8 to 
SKr548 following what local 
brokers described as top-cf- 
the-range nine-month 
results. 

BRUSSELS closed lower 
with the Bel-20 index down 
0.2 per cent at 3,002124. UCB 
lost BFr5,800 at BFrl76,600 
while wide ropes specialist 
Bekaert tumbled BFrl.600 or 
more than 8 per cent to 
BFrl6,900. 


Written and edited by Michael 
Morgan, Jeffrey Brown, Emiko 
Terazono and Peter HaH, 


Firmer rand lifts Jo’burg 


SOUTH AFRICA 


Pushed higher by a firmer 
rand and a rebound for 
European equities, Johan- 
nesburg’s all share index 
ended up 155.1 or 33 per cent 
at 4306.7 in spite of weak 
golds. 


Fi n a n c i als set a hot pace, 
advancing 5.6 per cent to 
7,264.5, while industrials 
gained 4.9 per cent at 5,533.3. 
Turnover was again on the 
thin side. Bullion improved 
but currency pressures 
unsettled golds which tum- 
bled 7.5 per cent to 940.0. 


Tokyo climbs off 12-year low 


ASIA PACIFIC 


Shares In TOKYO mustered 
a weak recovery from Mon- 
day's 12-year low, although 
concerns remained about a 
plan to tackle the ailing 
financial sector's bad loan 
problem and the outlook for 
corporate profitability, terries 
Alexandra Harney. 

But analysts warned that 
the market's momentum 
remained negative on the 
eve of the meeting between 
Keizo Obuchi, the prime 
minist er, and President Bill 
Clinton. 

The Nikkei 225 average 
finished 1.4 per cent or 192.E1 
higher at 13,789.81 in moder- 
ate trading which saw the 
index move between 
13,521.13 and 13£71.4S. 

The Topix index of first 
section shares improved 
only 238 to 1.050.17. 

Volume rose to 511m 
shares traded, but momen- 
tum was sluggish. Advanc- 
ing issues outnumbered los- 
ing shares 594 to 537, with 
161 shares unchanged. 

Banks and steel companies 
were heavily traded. Sakura 
Bank led the market in vol- 
ume terms, losing Y5 to 
Y224. The Bank of Tokyo 
Mitsubishi climbed Y3 to 
Y987 and Fuji Bank Y9 to 
Y366. Sumitomo Bank, how- 
ever, lost Y14 to Y1.037. 


Bang Kong 
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Steel shares extended their 
recent losses. Nippon, steel, 
the Industry leader, slid Y2 
to Y181. NKK lost Y4 to Y83 
and Sumitomo Metal foil Y6 
to Y136. 

Blue chips suffered on con- 
cerns about the US economy. 
Nissan Motor was down Y12 
to Y398 after disappointing 
sales figures for August 

Matsushita Electric lost 
Y31 to Yl.821. But Honda 
climbed Y9 to Y4.140 on bet- 
taMhan-ojcpected turnover. 

Securities companies were 
mixed. Talheiyo Securities 
gained 33 per cent or Y2Q to 
Y81 following reports of an 
alliance with Sumitomo Life 
Insurance. Nomura Securi- 
ties tumbled Y16 to Y1.030. 

Oki Electric, the semi- 


conductor group, fell 14 per 
cent or Y41 to Y252 on news 
that the company would fail 
into the red this year. In 
Osaka, the OSE index gained 
71 to close at 14,447. 

HONG KONG shrugged off 
three straight days of 
declines to finish higher on a 
technical rebound triggered 
by firmer US and Tokyo 
stocks. The Hang Seng index 
ended 203.28 or 2& per cent 
higher at 7.373J1, off a high 
of 7.438J33. 

Utilities led the blue-chip 
gainers with CLP Holdings 
up HK31.20 to HKS35.90, 
Hongkong Electric HKS1.15 
at HKS2&50 and Hongkong 
Telecom 5Q cents at 
HK314.S0. HSBC Holdings 
added KKS3.50 to HK3135.50. 

SYDNEY reversed early 
losses to end higher follow- 
ing a late burst of futures- 
driven buying. Volumes 
were dull with activity held 
in check by political uncer- 
tainty ahead of next week's 
general election. The AH 
Ordinaries Index ended up 
12.5 at 2,534.4 after a session 
low of 2£QR9. 

Commonwealth Bank rose 
40 cents to AS1935 and News 
Corp 30 cents to AS10.60. 

MANILA fell 40.96 or 3.5 
per' cent to 142&30 on the 
composite index as the peso 
weakened on foreign 
exchanges and telecoms 


giant PLOT ran Into a wave 
of selling. 

PDLT accounted for 
almost 70 per cent of the 
day’s trading volume, sliding 
90 pesos to 770 pesos. Among 
financials, Ayala Land shed 
20 centavos to 6.50 pesos. 

SEOUL fell for the fifth 
consecutive day as foreign 
investors sold blue chips and 
the composite index closed 
down 4J34 to 292.61. 

Samsung group shares met 
heavy selling on fears that 
the group's hid to buy Kia 
Motors and Asia Motors 
would place a strain on the 
group companies’ funding. 
Samsung Electronics fell 
WonUBSQ to WOO333Q0 and I 
Samsung Display Devices 
Won250 to Won27,l50. 

Korea Electric Power, the 
most heavily weighted in the 
index, fell WonlOO to 
Wonl7.700 while Pohang 
Iron and Steel retreated 
Won500 to Won42,S00. 

SINGAPORE rose on retail 
buying and the Straits Times 
index climbed 22.60 or 2.6 per 
cent to 905.19. Sentiment 
remained cautious due to 
political unrest in Malaysia, 
but retail investors bought 
property and blue chips. 

Singapore Airlines rose 55 
cents to S$8.65 on hopes of 
share buybacks while Keppel 
Land gained 5.5 cents to 73 
cents. 
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Turkey's brokers are 
grasping for ways to explain 
the calamitous time they 
have had since Russia’s 
effective devaluation of the 
rouble on August 17. 

The latest scapegoat is 
Mesut Yllmaz, the prime 
minister. On Friday they 
seized upon his announce- 
ment that he intended to 
Increase trade volumes and 




lighten the burden on bro- 
kerage firms" as evidence he 
would postpone the imple- 
mentation of a bitterly 
resented capital gains tax. 

This belief fuelled a 17 per 
cent surge by the bench- 
mark national-100 Index but 
when full details became 
known yesterday jt was clear 
the tax concessions fell short 
of expectations. 

Until Friday's rally, the 
Index had dipped 53 per cent 
since the Russian devalua- 
tion. and trading volumes 
were down almost as much. 
Also on Friday. Global Secu- 
rities, a prestigious Istanbul 
brokerage, announced 150 
redundancies. 

Gari Excel. Turkey's cen- 
tral bank governor, has pre- 
dicted capital outflows of 
around $4.5bn from Turkish 
markets, as the side effects 
of panic to east and north 
started to be felt 

Now that Mr Ercel has 
been proved right - in the 
past two months investors 
have withdrawn about the 
sum he had forecast from 
Turkey's money markets - 
realistic brokers admit that, 
by blaming a tax that will 
not come into force for two 
years, their colleagues may 
be missing the point. 

Mr Yllmaz blames the 
slide on a “misunderstand- 
ing of the tax law and the 
shallowness of the market". 

The palliative he 
announced yesterday 
included cutting to 25 per 
cent the minimum equity 
component of tax exempt 
mutual funds, reducing bank 
and insurance taxes payable 
by brokerage firms in repo 
transactions and shortening 
the period, from a year to 
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three months, for which - 
investors have to hold on to 
shares if they are to benefit 
from tax exemption. 

Yesterday's 9.4 per cent 
rise for the market had more 
to do with encouraging news 
from equity markets in 
Europe than to particular 
elation at his announcement 

Nevertheless, his tax 
breaks may have coincided 
with a respite from panic 
sales. “The short-term down- 
ward trend is aver," said Ser- 
dar Surer, a dealer with Ist- 
anbul's Fikin riler Securities. 

Fun da Soydemir, an econo- 
mist at Demlr Yatirim, an 
Istanbul brokerage firm, 
says that foreign participa- 
tion in the stock market, 
which peaked at around 55 
per cent in May, has now 
flattened out at around 36 
per cent. "Those who 
haven’t sold yet look like 
long stayers," she said. 

Terrible news from 
Moscow and Asia is respon- 
sible for the recent rise in 
interest rates - up to 136 per 
cent for six month bonds - 
and far fears that the gov- 
ernment's ambitious privati- 
sation targets are untenable. 

The best thing Mr Yflmaz 
could do, some brokers 1 feel, 
is try to delay' potentially 
destabilising elections, 
which have been scheduled 
for next April, but need only 
be held by late 2000. 


Christopher de 
BeHaigue 
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OFFICE OF THE FUTURE 



As the information revolution 
gathers pace, the ‘virtual office’ 
will become the norm in many 
industries, reports Paul Taylor 

Millennium 
will bring 
plenty of 
surprises 


Cass 


As the 20th century draws to a 
close, the office workplace is 
undergoing perhaps its most dra- 
matic transformation as digital 
technologies sweep aside their 
analogue predecessors and elec- 
tronic commerce reshapes the 
way business is conducted. 

Some have likened these 
changes to those that were ush- 
ered in ISO years ago by the 
industrial revolution. The impact 
may be just as dramatic, but the 
information revolution is happen- 
ing at a much, faster pace. 

Even compared with 25 years 
ago, the offices In which most 
people now work are unrecognis- 
able. A wide range of digital elec- 
tronic equipment, including 
printers, fax machines, digital 
copiers and scanners can now be 
found in most offices and are 
quickly replacing their analogue 
counterparts. 

Digital wireless systems - both 
radio and Infra-red - are begin- 
ning to replace fixed wire data 
and voice networks and the dis- 
tinction between data and voice 
networks themselves is rapidly 
disappearing. 

In future, the broadband com- 
munications “pipe" entering the 
office will carry the full range of 
multimedia services. For exam- 
ple, John Chambers, Cisco’s chief 
executive, envisages a future 
where his company's networking 
equipment will facilitate the 
transmission and distribution erf 
any form of data stream. 


Meanwhile, persona] computers 
- including portable devices - 
have replaced electric/electronic 
typewriters on virtually every 
desk and knowledge management 
has become a key business skill. 

Intranets (private networks) 
already enable employees to 
exchange data easily with each 
other and with partners and cus- 
tomers, and electronic mail has 
joined voice telephony as a main- 
stream business communications 
tool. 

Looking ahead, desktop video 
conferencing. Internet Protocol 
(IP) telephony and the growth of 
multimedia networking will lead 
to further changes in the office 
environment, as will the develop- 
ment of new “business intelli- 
gence" tools that will enable 
users to find information more 
easily and spot trends or anoma- 
lies in vast quantities of data 
gleaned from electronic transac- 
tions. 

In this new environment, the 
chief information officer (a new 
role which has emerged in lead- 
ing edge companies), will help to 
manage and exploit knowledge - 
that most valuable of corporate 
assets. 

In the office, the proliferation 
of electronic devices has had 
both positive and negative 
effects. Noise levels have fallen, 
but cabling requirements have 
grown as has the heat output, 
increasing the need for aircondi- 
tioning. 



The gradual replacement of 
cath ode-ray PC monitors with 
TFT liquid crystal displays will 
begin to reduce beat output m 
the next few years. 

The shape of offices has 
changed, too. Corridors and indi- 
vidual offices have gone, to be 
replaced by open-plan environ- 
ments. Private space has disap- 
peared in other ways: mariminw 
utilisation of space is achieved 
through hot-desking, the sharing 
of workspace with colleagues 
working at different times. 

As a PA Consulting report enti- 
tled Offices for the New Millen- 
nium which looks ahead 10 years, 
notes: “Rather than being a place 
to go to work, the office will 
become a place to visit to interact 
with colleagues and obtain sup- 
port services. 

“The proportion of space 
devoted to meeting, conference 
and training facilities will 
Increase compared to that 
devoted to workstations." 

The PA report, written by 
Peter Osborne and based on a 
user survey, suggests that organi- 
sations wifi occupy less office 
space, in more, smaller buildings. 

Changes in the physical office 
environment are being driven by 
several key factors: these Include 
improvements in communica- 
tions technologies which will pro- 
mote -remote working as a real 
and viable alternative. 


Yet, according to a recent inde- 
pendent study prepared for 
Symantec, (he PC software 
group, three-quarters of UK 
organisations have no formal or 
informal teleworking policy, 
despite the fact that half the 
respondents claimed it was some- 
thing they wanted to do. 

Among the key concerns which 
have inhibited the adoption of 
teleworking, respondents cited 
the lack of suitable software and 
the need to access the office in an 
easy and secure manner. 

Some of these concerns are 
being addressed by companies 
such as Symantec with software 
packages such as pcAny where. 
Other groups, including Dell 
Computer. BT and Nokia, have 
combined their resources to put 
together all-in-one “mobile office" 
packages - in t his case, combin- 
ing Dell's high performance Lati- 
tude CP notebook PC. Nokla's PC 
card phone and the Cellnet ser- 
vice, for Slj649. 

Meanwhile, for those based in 
remote offices or working from 
home, the lack of bandwidth 
remains an important constraint. 
Wideband networks should be 
commonplace in the UK (and 
elsewhere) in less than 10 years, 
notes the PA report. At present, 
remote working is limited by 
capacity constraints - restric- 
tions which will be eased by the 
widespread deployment of broad- 


band technologies such as cable 
modems. xDSL devices and satel- 
lite systems. 

“Removal of this limitation will 
greatly increase the practicality 
of working remotely,” says the 
report In addition, the introduc- 
tion of number portability and 
telephone numbers that apply rn 
people rather than a location will 
simplify communications with 
mobile and remote workers. 

More people will 
work from home 

Already, some IT experts are 
talking about the provision of "IP 
dialtone" - the ability to hook 
into Internet-based services using 
any device, via any network 
(wired or wireless) anywhere. 

Certainly, it seems likely that a 
greater proportion of office work- 
ers will spend some of their time 
working from home. As one elec- 
tronics industry respondent told 
the PA researchers: "We worked 
out that every office worker cost 
the company £5.000 in rent, rates, 
heat, light and power. We want 
people working from home and 
we want to use our buildings bet- 
ter." 

Within the office, distinctions 
between types of electronic 
device are blurring as most elec- 
tronic devices switch from anal- 
ogue to digital and network com- 


puting becomes the norm. 

For example. Chris Wills, mar- 
keting director of Ricoh In the 
UK. says the Japanese office 
equipment group has seen a 
surge in sales of its digital copi- 
ers over the past la months. “The 
investment we made in digital 
technology hi years ago is begin- 
ning to pay off.” he says. 

Once office equipment lias 
moved to a common digital plat- 
form. bound together by the ones 
and zeros of binary computer lan- 
guage, the next step towards inte- 
gration seems increasingly inevi- 
table. 

Thus, while the computer and 
telephone are being welded 
together by the requirements of 
network computing and commu- 
nications. so multifunction 
devices, combining the functions 
of printer, scanner, photocopier 
and fax, are beginning to appear. 
“Integration of these functions 
into one or two physical items is 
inevitable.” says PA. 

Similarly, although the dream 
of the paperless office seems as 
elusive as ever, the growth in the 
use of electronic storage, particu- 
larly optical storage, continues 
apace. 

While PA Consulting estimated 
that electronic storage comprised 
about 10 per cent of the total in 
1995. it predicted that this figure 
would rise to about 50 per cent 
by 2905. 


Together with the trend 
towards companies employing 
fewer people, this could lead to a 
marked reduction in office space 
requirements, and a greater [rag- 
mentation of the market itself. 

Companies arc expected to 
employ fewer full-time staff - 
including administrators - in 
part, because of the growing use 
of outsourcing and a greater 
workforce flexibility. 

Outsourcing itself Implies that 
more of a company's business 
will be conducted by others away 
from the main place of business. 

Analysts also suggest that as 
staff have become more PC-liter- 
ate, the need for secretarial sup- 
port has fallen with many organ- 
isations reducing these services 
by up to 30 per cent in the past 10 
years. Direct dictation and 
“voice" technologies will increase 
this trend. 

Space requirements are also 
likely to be further reduced by 
the growing use of hot-desking or 
sharing office facilities as office 
workers become increasingly 
mobile. 

Some companies, particularly 
those in the IT sector itself, have 
already embraced hot-desking, 
and some estimates suggest that 
despite some opposition, up to 
half the office workforce will hot- 
desk in 10 years' time and spend 
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enabled the 2.2 million citizens of 
Rome to see the real-time results of the 
City Council elections over the Web. 



Once again, history is made in Rome.* 


V' • 






'A Unisys global design team created the world's first Web election system: 
wwwunsySLCom 


ration of Unisys Cool ICE software running on Unisys Aquanta Windows NT servers. The system collected and tallied 
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METWOBK COWHWUCATIOWS AMD E-MAIL « by Mark Vernon 

Seeking solutions to the 
information overload 


Companies are struggling to find 
ways to cope with the increasing 
flood of electronic messages 
arriving via personal computers 


Handling electronic-mail was 
never meant to be an impor- 
tant corporate issue. Bat 
many office staff are now 
frustrated by e-mail over- 
load. 

“If I am out of the office 
for a few days, the messages 
pile up and I have to come in 
and work crazy hours," says 
a typical e-mail user, fea- 
tured in new finding s from 
Forrester, the research 
group, which asked how 
companies handle the mess- 
aging torrent. 

Forrester’s work looks in 
particular at the manage- 
ment of customer e-mail, 
only a part of the e-mail 
problem but one which high- 
lights many of the more gen- 
eral issues. For example, 
customer contacts do not 
necessarily come through 
customer service and so 
there is no clear ownership 
of e-mail within the organi- 
sation. or messages might 
enter the organisation from 
any number of places, 
increasing the sense of a bar- 
rage of requests, comments 
or demands. 

The research also reveals 
that although the companies 
interviewed were early adop- 
ters in soliciting customer 
e-mail, 60 per cent of them 
still manually route mes- 


sages. Unsurprisingly, the 
report concludes that e-mail 
management is a mess and 
that some users would 
rather do without e-mail 
altogether. 

The situation is arguably 
no better with e-mails that 
circulate within the organi- 
sation. The problem here is 
that e-mail is a victim of its 
own success, as one of the 
mare readily implemented IT 
toots. Use has proliferated 
beyond the means to manage 
the traffic because e-mailing 
chimes so well with the 
operations of the modern 
enterprise. It has the flexibil- 
ity to cope with business 
processes, for which, in a 
world of fast-paced markets, 
decentred collaboration is 
crucial to compete. 

The Rank Group, the lei- 
sure and recreation com- 
pany, is one such disparate 
organisation, with 40.000 
employees spread over 700 
sites around the world. As 
such, it is reliant on efficient 
e-mail facilities, in this case 
in the shape of a Lotus Dom- 
ino and Notes communica- 
tions infrastructure. 

“It’s how we recently con- 
cluded a major new deal." 
says Robin Hall, director of 
corporate IT at Rank. 
“Because we had fast, effec- 


tive Internet e-mail through 
Interiiant, we could ship doc- 
uments around the world 
rapidly in order to close a 
multinational deal.” 

But the company has to 
employ another supplier, 
Interiiant. which hosts a 
number of customised server 
applications, to manage traf- 
fic across the network. 

Nationwide, the building 
society, similarly has to cope 
with a community of promis- 
cuous e-mail users. “We are 
lucky in that we have 
always had a single e-mail 
system across the enterprise, 
but the downside of this is 
that anyone can contact 
everybody,” explains Francis 
Walsh, divisional director for 
technology. 

The company is now mig- 
rating to Microsoft's Outlook 
messaging solution, which 
will take the user base up to 
12,000, potentially exacerbat- 
ing the problem, although 
Mr Walsh is quietly optimis- 
tic. 

“I don’t know quite bow it 
happens, but what we are 
beginning to see here is 
people complaining, either 
electronically or personally, 
when they feel they are deal- 
ing with too much junk 
e-mail." he says, suggesting 
that it is important for users 
simply to wise up to e-mail 
etiquette, and cut out the 
spamming, as the netheads 
or old might have put iL 

Another dimension to the 
problem is the rise of virtual 


offices, belonging to jet set- 
ting business professionals 
and sales teams out meeting 
customers. E-mail here can 
be a godsend, doing no more 
or less than making possible 
a job that would otherwise 
be unworkable. 

But this stiH contributes 
to the escalation of volumes. 
“In 2008. approximately 137m 
employees worldwide will be 
involved in remote access as 
part of their jobs. This sub- 
stantial increase in the end- 
user population will intro- 
duce increasing IT manage- 
ment challenges.” says John 
Girard, vice-president and 
research director at Gartner 
Group. 

“IT organisations are 
increasingly looking to pro- 
vide a standard connections 
interface far remote access 
users as a mpang of simplify- 
ing their enviro nmen t:” 

Infonet's DlalXpressway is 
an example of one new prod- 
uct designed to meet the 
needs of the mobile profes- 
sional and the supporting IT 
organisation by providing 
remote access through a 
standardised graphical user 
interface. 

Using proven Internet 
technologies is a strategy 
being adopted by other 
organisations. For example, 
the Society of British Aero- 
space Companies (SBAC), 
the trade association for the 
UK aerospace industry, 
found an Internet-based sys- 
tem for sharing information. 




FINANCIAL TIMES WEDNESDAY SEPTEMBER 23 199S 



A simple way to plug into networks: Jim Waldo, chief architect of Sun NBcrosystems* new Jlnl technology, gives a demonstration to show 
multiple devices being hooked up at Sun's re s earch and deraiopmerrt centra in Sunnyvale, California. The new Jini software wffl make the 
connection of computer devices to networks as easy as plugging in a phone, claims Sun. Mr Waldo Is holding Sun’s prototype monitor 
device ae he also holds a Nokia eeOutar phone. Top left is Epson’s Web Pane* lower left is a Wireless Palm Mot; upper right is a Canon 
portable printer; and lower right is Sun's «fini pro t otype storage device 


doc uments and threaded dis- 
cussions an attractive idea. 

The company turned to 
Keltec, the consultants, 
which installed the Alta- 
Vista Forum product *“1116 
beauty of the AltaVista prod- 
uct is that it enables mem- 
bers to access and download 
documents in everyday soft- 
ware packages such as 
Word, PowerPoint and Excel 
Many of our members 
already use these systems 


for other aspects of their 
work and quickly adapted to 
them as part of the know- 
ledge sharing system,” says 
Maurice Hesford. SBAC’s 
project manager. 

Bab Foster, manager of 
Internet and multimedia 
engineering at BTs research 
laboratories, believes that 
established technologies like 
this are still under-exploited 
in dealing with tbe e-mail 
deluge. 


He points out that news- 
groups - the heart of the 
Internet's discussion and 
bulletin board Usenet - are 
ideal for business collabora- 
tion because rather than 
everyone's inbox becoming 
cluttered, individuals can 
read up and comment on the 
latest developments in their 
own time. 

Simple workflow routines 
can also be constructed to 
copy in the secretary when 


tbe boss opens the e-mail, or 
copy in the boss when the 
secretary writes replies. 

‘The problem is that not 
everyone knows about such 
relatively easy solutions, or 
that features like workflow 
rules are just out of reach 
for lack of an intuitive 
graphic interface," says Mr 
Foster. 

His message is clear: to 
simplify a problem, look for 
a simple solution. 
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DESKTOP COMPUTING • by Rod Newing 


T 


I he desktop computer 
for the next few years 
will look very much 
like today's personal com- 
puter. In fact, for many 
users it may well be their 
present machine, providing 
it already bas enough power 
to run Microsoft’s Windows 
NT Server 5 jc operating sys- 
tem. 

However, unlike today's 
PCs. it will only operate in 
conjunction with a server, in 
the same way as a network 
computer. 

It will therefore combine 
all the advantages of easy 
management and low cost of 
ownership that typify a net- 
work computer with the ben- 
efits of flexibility, local hard 
disk space and the (disabled) 
removable media of a PC. 

Users who complain about 
the loss of freedom to do 
what they want with their 
PCs will soon accept the 
overwhelming economic 
arguments for central con- 
trol. 

Included in Windows NT 
5.x is IntelliMirror software 
that allows the server to 
maintain each user's desktop 
operating system, applica- 
tions and data. 

This facility stores soft- 
ware and data, either tempo- 
rarily. called "caching'', or 
permanently, called “mirror- 
ing”. ensuring the desktop 
computer is completely syn- 
chronised with the server. 

“Oracle's Network com- 
puter debate played into the 
bands of the big four PC 
manufacturer’s by highlight- 
ing the total cost of owner 
ship.” says Michael Winkler, 
senior vice-president respon 
sible for PC products at 
Compaq, the leading PC 

manufacturer. 

“There is now so much 


Gigamachines 
are on the way 

By the rruUenmum, 50 million people will be using 
speech software to control their computers 


manageability in a PC with 
its disk drives disabled. The 
age of user-empowerment 
has given way to the era of 
centralised control and the 
common operating environ- 
ments that have made the 
desktop more manageable." 

This arrangement works 
well because staff now spend 
so much time away with cus- 
tomers and share communal 
desks when they are in the 
office. It allows users to 
access their familiar desktop 
from any computer in any 
office in the world, as well as 
from their notebook com- 
puter, pocket computer or 
personal communicator. 

Many users will be using 
Lotus eSuite, or e-Office. the 
Microsoft equivalent that 
appeared on the streets 
almost instantly once the 
Lotus solution started sell- 
ing in high volume for the 
PC platform. 

These cut-down personal 
productivity suites are 
designed to produce elec- 
tronic documents and sell 
for a tenth of the price, yet 
provide the 20 per cent of 
functionality that users most 
want compared with the old 
bloated suites thnr are being 
phased out. 

“We will be m a server- 
centric world to manage 
desktops." predicts Simon 
Levin, research director at 



IS YOUR PC NETWORK 
HOLDING YOU TO RANSOM? 

If the answer is yes, then you are invited to see how a Thin 
Qient/Se«ver system can free you from the tyranny of the 
upqrade-and-replace cycle. NetSoft Solutions and Lloyd's 
insurance services are holding a launch event for Microsoft 
Windows/NT Terminal Server Edition on the 24th September at 
the Lloyd's building. Speakers From Microsoft and NetSoft will 
provide an overview and demonstration of this technology. 

For more information, and to reserve your place for this early 
evening session, please contact Ashley Robertson at NetSoft 
Solutions on 0171 360 4555 or e-mail info@netsoftco.uk 
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Gartner Group, the industry 
analysts. "There will be a 
disassociation between the 
content and the tools 
required to create iL 

“The HTML and XML 
Internet document standards 
provide the flexibility 
needed, so the concept of a 
word-processor, spreadsheet 
and graphics package will be 
broken apart. 

“You could also have a 
million different versions of 
the old personal productivity 
suites, each customised for 
different users." 

Network computers and 
Windows terminals are 
being used by clerical staff 
for specific tasks. However, 
Mark Lucente, a researcher 
at IBM's T J Watson 
Research Center in New 
York, expects that some will 
be using keyboardless com- 
puters, which are network 
computers with touch 
screens and speech control. 

"They will be a vision of 
simplicity." he predicts. 
"You will take one out of a 
drawer if you need iL” 

According to Compaq, the 
Java programming language 
already runs 10 times better 
on a Windows platform than 
a network computer. 
Although today's PCs will 
run the new simpler Web- 
based applications ade- 
quately. some users will 
want new machines. 

Known as “gigamachines”. 
these will be running at a 
speed approaching one giga- 
hertz il.000 megahertz). 

“You will want a gigahertz 
machine for multimedia, 
three dimensional graphics, 

continuous speech input vis- 
ualisation. video conferenc- 
ing. and so on," says Pat Gel- 
singer, vice-president and 


T 



The networked 
world 

The next issue of the 
monthly FT Review of 
Information Technology, 
appearing on Wednesday, 
October 7 , wfll highlight 
the latest advances in the 
networked business world. 
Synopsis details are 
available via the FT-IT 
fax-u-back service on 0990 
209 903 (for callers 
outside the UK, the number 
is +44 990 209 M3). 


general manager of business 
platforms at Intel the lead- 
ing manufacturer of the 
computer chips that power 
personal computers. 

“We will also introduce 
‘constant computing 1 to util- 
ise the unused idle power.” 

Intel expects to use com- 
pression to reduce data sizes 
stored, on servers and trans- 
mitted across networks by 
between a half and two- 
thirds. This will make huge 
savings in upgrade costs of 
networks and servers. 

Providing secure private 
networks is expensive, so 
organisations will use the 
public Internet, but all data 
and communications will be 
encrypted. Both compression 
and encryption are proces- 
sor-intensive tasks that need 
the power of a gigamachine. 

Speech is another task 
that requires a fast proces- 
sor. "By the millennium. 50 
million people will be using 
speech software to control 
their computers," Mr 
Lucente predicts. 

“You will be able to ask 
your browser to find you 
things on penguins in Ant- 
arctica or dictate your 
e-mails, which will be mul- 
timedia. so instead of dictat- 
ing the text you could record 
your voice and it would 
automatically arrive at 
either the recipient’s PC or 
telephone. People will realise 
that voice is more valuable 
than the same words 
recorded as texL” 

Sadly, most of us will still 
be using our bulky cathode 
ray tube monitors. “Special 
shallow 17-inch monitors 
will be available to reduce 
footprint." says Jerry Meer- 
katz. vice-president and gen- 
eral manager responsible for 
monitors at Compaq. “And 
21 and 24 inch monitors will 
also be used. 

“As manufacturing costs 
come down, new markets 
will open tip for flat panel 
liquid crystal displays but 
mainstream users will be the 
last to use them after 
finance, health care, bank- 
ing. insurance and retail/’ 

“It will take years to 
replace the cathode ray 
tube,” admits Danny Chap- 
chal. chief executive officer 
of Cambridge Display Tech- 
nology. which is developing 
a new generation of flat plas- 
tic screens that use light- 
emitting polymers. 

“Today's LCD displays 
have slow refresh rates and 
a narrow angle of vision. 
LEP won’t have appeared by 
2000, but will arrive in 2005 
and won’t have the disad- 
vantage of current screens." 

Mr Lucente predicts that 
ure will use the cheaper pas- 
sive LCD displays as addi- 
tional screens on our desks. 
"They are Slow and not very 
bright or sharp, but they can 
display documents," he 
explains. 


MULTI-FUNCTION MACHINES • by JoiaShillingford 


Ideal for smaller offices 


A new wave of 
flexible machines 
that fax, scan and 
print, make 
economic sense 

Multi-function machines 
that can copy, print, scan 
and fax are starting to 
appear on the market Buy- 
ers find them tempting 
because they offer three or 
four functions for little more 
than the price of one. 

Machines on the market 
include Hewlett-Packard's 
LaserJet 3100 laser printer 
and fax with copying and 
scanning. This comes with a 
set of instructions so clear 
they must surely be among 
the best in the industry. 

The 3100 costs £499 and 
makes an excellent plain 
paper fax. It also makes a 
good sca nn er and copier for 
the home office. But pages 
must be inserted into the 
machine, so it would be 
impossible to scan or copy a 
bound report unless it was 
taken apart The quality of 


scanned images is very good, 
though complex images will 
come out smaller. The 
machin e can also be used to 
send faxes directly from the 
PC. It can receive faxes 
direct to a PC too. but HP 
wisely advises against this. 

The main drawback of the 
machine is that because 
most of the software is on 
the PC (you load it via a 
CD-Rom). you need a lot of 
memory before you can use 
it as a printer, or as a PC 
fax. HP says your machine 
should have 1G megabytes of 
random access memory 
(RAM). Windows 3. lx or a 
later operating system and 
20 megabytes of spare hard 
disk. Tbe other drawbacks of 
the machine are that it is 
quite tall and therefore con- 
spicuous, and the wire tray 
for coll ecting copies or 
scanned images looks flimsy 
— t ho ugh the machine works 
without it Hewlett-Packard 
also sells a number of other 
multi-function machines, 
whichincorporate a combina- 
tion of inkjet printing and 
other functions. 


Surprises in the 
new millennium 


□ From previous page: 

about 50 per cent of their 
time outside the office. 

Such a scenario suggests a 
25 per cent reduction in 
office space. But while tech- 
nology is making know- 
ledge-based workers more 
location-independent, most 
studies suggest that 



John Chambers, Cisco's chief 
executive: he envisages a future 
where his company's networking 
equipment wHf faeffltatethe 
transmission and dstribution of 
any form of data stream 

face-to-face contact and 
human interaction are still 
seen as vital components for 
corporate success. 

Therefore, some people 
suggest there will be a 
growing requirement for the 
provision of both meeting 
rooms and communal areas 
inside corporate buildings. 

Looking even further 
ahead, a Henley Centre 
report for Barclays Life 
called 2020 Vision suggests 


that, by 2020, swathes of tbe 
workforce will have 
sbort-tenn or temporary 
contracts, “with up to one 
month a year unemployed 
or under-utilised’". 

Gazing into their crystaL 
ball tbe authors suggest: 
“Work in 2020 will be differ- 
ent from now. We will be 
working shorter hours and 
many of us will be operating 
from home. 

“Commuting will change 
dramatically. There will be 
a rail renaissance with 
350mph magnetic levitation 
trains zooming into the 
major cities." 

Most people will drive to 
work on private automated 
highways. Others will travel 
to work using mini-helicop- 
ters. The wealthiest may use 
the space shuttle to com- 
mute from the UK to Los 
Angeles or Sydney in less 
than two boors. 

The Henley Centre report 
continues: “The virtual 
office will become the norm 
in many industries, and 10 
per cent of FTSE 100 compa- 
nies will be virtual, without 
a centralised headquarters." 

The online world will also 
transform business, creating 
“friction-free" capitalism. 
“There win be an entrepre- 
neurial boom as baby capi- 
talists use tbe Web to iden- 
tify sources of venture 
capital across the globe. 
Recruitment practices will 
be transformed as the 
labour market goes global, 
as people place their CVs on- 
line and wait for the 
response." 

As Henley itself notes, 
failures in previous fore- 
casts are legion. Neverthe- 
less, it seems a safe bet that 
the millennium office will 
hold plenty of surprises. 


Other suppliers of multi- 
function machines include 
Canon, Brother. Pitney 
Bowes. Sharp and Xerox. 
Many MFDs can be used to 
print scanned-in photo- 
graphs and a number can be 
used as network printers or 
local-area network faxes. 
The Sharp F-3800M can be 
used with DPA EGAMI-MFP 
software to provide a simpli- 
fied electronic filing system 
for the small office. And 
there are models from Pitney 
Bowes and Hewlett-Packard 
which have flatbed scanners 
on their top surface, so they 
can be used to photocopy or 
scan in pages from bound 
books or reports. 

Multi-function machines 
have three main advantages: 

□ Price - it is definitely 
cheaper to buy a combined 
fox. copier, printer and scan- 
ner (or a printer/copier /scan- 
ner) than three or four sepa- 
rate machines. 

□ Space - if you have lim- 
ited space, a multi-function 
machine makes a lot of 
sense. 

□ Convenience - you only 
have to make one purchas- 
ing derision. And you can 
position a multi-function 
machine near your PC, so 
you don't have to keep get- 
ting up to make copies, col- 
lect printouts or whatever. 

But information technol- 
ogy consultant Friedman 
Wagner-Dobler warns: 
“Because most of the multi- 
function machine software is 
on the PC, it can sometimes 
conflict with other PC pro- 
grams. Or slow down the 
operation of the PC." 

Deborah Sauer, rice-presi- 
dent of marketing at. US- 
-based facsimile company Pit- 
ney Bowes, says when sev- 
eral machines are combined 
into one it is sometimes nec- 
essary to leave out a few fea- 
tures. So users should decide 
which function is most 
important to them when 
choosing a multi-function 
machine. 

“If they mainly want a 
fox," says Ms Sauer, “they 
should make sure it has all 
the features they normally 


use. For example, multi- 
function machines won't 
always have the fastest fax 
modems and this can cost 
more in phone time in the 
long run. Or. if the customer 
is primarily looking for a 
copier, they should choose a 
machine with a flatbed 
copier on top.” 

“In a home with limited 
space. multi-function 
machines come into their 
own.” says Ms Sauer. “But 
in an office, people are used 
to dedicated machines and 
may not be willing to wait 
for a colleague to finish a 
copying job before they can 
send an urgent fax." 

Another problem is that if 
the machine fails, the user 
will be more inconvenienced. 
It is bad enough not to be 
able to print out, but if the 
user can’t print or fax it 
could seriously disrupt their 
day.” We find,” says Ms 
Sauer, “that business cus- 
tomers often ask for multi- 
functional foxes at the speci- 
fication stage. But they don't 
always use all the features 
when the machines are 
installed. So leasing faxes is 
becoming a popular option. 
Then, customers can start 
out by meeting their - main 
requirements, but add 
machines with other fea- 
tures later." 

The new wave of multi- 
function machines is not the 
first to hit the market. Sev- 
eral hybrid office machines 
appeared in the late 1980s 
and had little success. But 
GIGA Information Group 
predicts that multi-func- 
tional products will leap in 
sales from 8311,000 in 1994 to 
an estimated 87.2m by 1999. 

There are several reasons 
why they could be more suc- 
cessful this time. First, 
advances in miniaturisation 
mean tbe machines are 
much smaller. Second, they 
are cheaper. And crucially 
they are hitting the market 
at a time when many PC 
users have had their 
maebines long enough to 
want to try something new - 
especially if they can do so 
at little extra cost. 
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OFFICE OF THE FUTURE: Technologies 3 


SERVICES 


by Joia Shillingford 


A more flexible way of working 




In Sweden's most 
modem offices, 
in-house staff 
communicate by 
mobile phone - 
and even the 
desks are mobile 


Mobile services, such as 
cellular phones and mobile 
data, mean the modern office 
can be set up anywhere. 
They are also putting pres- 
sure on services within 
office buildings to be equally 
flexible. - 

This trend is iMriitig to a 
variety of developments, 
such as dual-mode handsets, 
which can be used in or out- 
side the office, and the use of 
mobiles as a second phone 
for workers to take on 
when their other phone is 
busy. 

In Sweden. It is noticeable 
that, when an employee 
wants to call a colleague in 
the same building, a mobile 
is often used. 

The same method is used. 


for example, when a cafe 
owner wants to order a taxi 
for a customer. People are 
using mobiles because they 
find them more convenient, 
even when they are not far 
from a fixed phone 

This was happening at the 
BBC: staff change desks 
often and can be hard to 
track down, so employees 
often ended np caffing each 
other's mobiles first. 

This habit is expensive 
and the company has been 
giving trials to dual-mode 
handsets developed by BT 
and Ericsson, which act as 
digital cordless handsets 
inside the office but switch 
to a GSM mobile network 
outside it. 

In Finland, the Kymi Tele- 
phone Company is p lanning 
to use GSM mobile phone 
infrastructure from Nokia to 
provide cordless phone ser- 
vices within companies. 

“With Nokia 's solution 
Ithe Easywave Access net- 
work] we can offer mobility 
to our customers without 
investing in a mobile net- 
work with full coverage. ■* 


says Reijo Liukkonen. man- 
aging director of Kymi. 

At DEGW, the London 
architectural design consul-' 
tancy. an SDX Index switch 
has been installed that sup- 
ports a high proportion of 
Dect cordless handsets as 
well as personal voicemail. 

The company says it has 
substantially reduced disrup- 
tion to staff who previously 
answered colleagues' phones 
when they were away from 
their desks. 

It has also avoided the 
costs normally associated 
with changes to phone 
cabling when desks are 
moved. 

Within the next year, 
DEGW plans to introduce 
wireless local area networks 
for laptop and desktop PCs. 
Ron Harrison, of DEGW, 
says the technology changes 
at the company were ‘'essen- 
tial in enabling new ways of 
working to be introduced". 

At the Archipelago. Digi- 
tal’s Stockholm offices, even 
the desks are mobile. Profes- 
sor Clive Holtham, of City 
University, says.” “There is 


not just an absence of cellu- 
lar offices, there is also a 
lack of desks. 

“Office workers arriving in 
the morning collect their 
personal caddies from what 
Is effectively a caddy garage. 
They look up in the roof for 
a free PC, stored high up and 
moved down via a cantile- 
vered extension. Then they 
pick up a mobile internal 
plume-" 

Mobiles are also starting 
to be used as a second office 
extension. People waiting for 
an important call give out 
their mobile number so tike 
caller can stQl get through 
when they are on the other 
line. 

A whole host of mobile 
services are coming to mar- 
ket that promise to make life 
easier in and out of the 
office. One of these is Blue- 
tooth, a standard led by 
mobile pbone companies 
Ericsson and Nokia and 
backed by companies includ- 
ing Intel, Toshiba, IBM, 
Motorola, Lucent, 3Com, 
Compaq and Dell- 

Bluetooth enables mobile 


and fixed devices to commu- 
nicate with each other by 
means of 2.4 GHz 
short-range radio. For exam- 
ple, a personal organiser can 
use a nearby mobile-phone 
to send electronic maff with- 
out any physical link 
between the organiser and 
phone. Or a report, held on a 
laptop computer, could be 
printed out with no physical 
connection between the 
printer and computer. 

This technology will 
increase the flexibility of 
office-based workers as well 
as those who only drop in 
between business trips. 
Products based on Bluetooth 
are expected to appear next 
year. 

Architects are also 
starting to consider the 
needs of fixed and mobile 
workers separately. DEGWs 
policy is to gain best use of 
space by categorising work- 
ers according to how much 
time they spend in the office. 

It has come up with three 
categories: fixed place work- 
ing for adminis trative staff, 
project teams based in proj- 



staying in touch: dual-mod® handsets for use inside or outside the office ore becoming popular 


ect areas for limited periods 
and nomadic team members, 
generally senior managers, 
who are away from their 
desks for up to 40 per cent or 
the week. 

“At British Airways' new 
Waterside offices north of 
Heathrow, there are two 
types of workspace, desk- 
based and mobile." says Mr 
Holtham. 

“Mobile workers use either 
‘hot desks’ - desks booked 


when they are needed - or 
can go to n stand-up chest 
high docking station if they 
just want to check some- 
thing on a computer." 

All phones can li- assigned 
an employee's logical num- 
ber and all staff, mobile or 
otherwise, can book out an 
internal mobile idiom-. 
Videoconferencing is avail- 
able, too. fruju workstations 
on each floor 

John Lane, of the Lundun 


cons uJiaiiL-j . Pagoda, says: 
"Iniroducmg mobile or home 
working in conjunction with 
desk- sharing can result in 
dramatic savings on prem- 
ises costs 

Uirgc consultancy firms . 
for example, nmv have just 
one disk fur every three or 
even tm» starf. a situation 
winch has helped to reduce 
tli<-' premises’ costs per bead 
i rum nu, nuu a visir to £3.nuo, 
or less. 


TELECOMS • by Christopher Price 


A wireless 
world 


Micro, digital 
wireless and IP 
technology will 
be the main 
office advances 


As convergence gathers pace 
in the telecommunications 
sector, the developments 
that will shape the office of 
the future are beginning to 
fall into place. 

“The key feature for the 
telecommunications of the 
future will be wireless," says 
Prof. Peter Cochran, head of 
research at the British Tele- 
coms Laboratory. "That will 
have a huge impact on how 
and when people communi- 
cate." 

This is already evident 
even for the humble fixed 
telephone. Cordless phones, 
despite having been around 
for many years, have been 
given a new lease of life 
through the introduction of 
the Digital Enhanced Cord- 
less Telephony (Dect) stan- 
dard. 

Dect was originally devel- 
oped for the European busi- 
ness market, bat its success 
in ba nishing the crackling of 
analogue cordless phones of 
old has led it to be adopted 
worldwide. 

It offers crystal clear cord- 
less communications across 
several handsets and at dis- 
tances of up to 300 yards. 
Dect also ensures secure 
communications so that the 
only party to a conversation 
will be the caller and 


receiver. 

The latest Dect phones 
also allow up to six cordless 
phones to be run off one 
base station, and for calls to 
be transferred between 
them. In addition, internal 
nails can be made between 
different phones. 

Philips, one of the pioneers 
of Dect, says the potential 
for both the business and 
consumer market is “huge" 
as more features are added 
in the future. Plans include 
increasing the number of 
handsets operating from a 


base station, extending the 
range and introducing net- 
working/Internet capabili- 
ties. 

Telecom Italia, the Italian 
phone operator, has gone a 
step further, teaming up 
with Siemens to establish a 
network of Dect base sta- 
tions in 28 Italian cities 
which will enable users to 
mab pails and be reached 
on their home number wher- 
ever they are in the network. 

The Dect Forum, a Gene- 
va-based industry associa- 
tion, says product sales 
amounted to 5m last year, 
are forecast to rise to 9m 
this year and hit 20m in 2000. 

How calls - and data - are 
delivered will also feature 
prominently in the next mil- 
lennium. 

Internet or IP telephony 
has long been mooted to do 
for the telecoms industry 
what the worldwide com- 
puter network has done for 
the data market. However, 
developments in making 
voice traffic suitable for the 
Internet have been slow. 

This is set to change with 
the pace of development 
accelerating, raising predic- 
tions of IP’s penetration. 
Forrester, the US research 
group, forecasts that IP tele- 
phony services in the US 
will rise from $30m this year, 
to $2bn by 2004. 

Because Internet calls cost 
the same whatever the dis- 
tance. international traffic is 
expected to be one of the 
areas companies will look to 
save money. So. too. are 
faxes and - with the growth 
of company intranets - 
intra-company calls. 

“Change will be driven by 
the growth of data and IP." 
says Adrian Sharman, settlor 
manager of market strategy 
at Nortel Europe. “The chal- 
lenge for business will be to 
managing that change.” Mr 
Sharman believes that IP 
will become a company’s 
main source of communica- 
tions. 

Multi-functional phones 
and IP telephony may have 
important implications for 



WIRELESS BUILDINGS • by AJan Cane 


Cutting those cabling costs 


As the usage of 
mobile phones 
intensifies, it 
makes sense to 
rationalise 
equipment 


Cellnet user: office contrmaiieatians are becoming wira-tiee 


the workplace, but develop- 
ments to wireless technology 
are likely to make their 
effect felt outside the office 
walls. 

Recently, Psion, the UK 
hand-held computer group, 
formed a joint venture com- 
pany with Motorola, Erics- 
son and Nokia - three of the 
world's biggest mobile phone 
groups - to develop the next 
generation of wireless hand- 
held devices. 

The move was seen as a 
defining moment to the con- 
vergence of the hand-held 
computer market and the 
mobile phone. The compa- 
nies said that the develop- 
ment of products such as 
“smart" phones, capable of 
sending and receiving elec- 
tronic mail and browsing the 
Internet, would follow. 

Prof. Cochran at BT 
believes a basic voice-only 
mobile communicator will be 
fitted Inside jewellery and 
other appendages in the not- 
too^istant future. “Earrings, 
pens or rings. Thai sort of 
thing." 

In addition, a company’s 
ability to communicate via a 
mobile phone will not be 
limited to the coverage of 
their network operator. This 
month the first global satel- 
lite system for hand-held 
mobile phones is launched, 
enabling calls to be made to 
and from virtually anywhere 
to the world. 

Tbe Iridium consortium 
has signed agreements with 
cellular partners around the 
globe, who will market and 
administer the service. 

Users will need special 


handsets, which are likely 
to cost around $3,000. Calls 
to and from developed coun- 
tries are likely to be between 
$4 and $8 a minute. How- 
ever, both of these are likely 
to fall when two other 
systems - Globalstar and 
ICO - launch in the next two 


years. 

Another generation of sat- 
ellites is due to be launched 
early next century which 
win carry multimedia traffic, 
such as the Internet. Again, 
these will allow the delivery 
of data to and from any- 
where in the world to suit- 
ably equipped computers. 

Telede&ic, a consortium 
backed by Bill Gates of 
Microsoft, is planning to 
spend $9bn putting its satel- 
lite constellation in place. 
Sky bridge, which is backed 
by Alcatel of France, will 
launch its project at a cost of 
$6bn. 

A1I of which means that 
the choice for telecoms 
needs to the future will be 
greater than ever. But how 
much businesses actually 
need some or all of these 
developments to remain 
competitive Is debatable. 

Motorola ' .recently 
announced the merging of 
its Celestri satellite project 
into Teledesic amid fears 
that there would not be suffi- 
cient demand for three com- 
peting systems. 

Mr Sharman at Nortel 
says: “There won’t be a huge 
ripping out of existing equip- 
ment. Businesses will be 
concentrating on re-engi- 
neering what they have 
already." 


Once it was enough to 
provide executives on the 
road with mobile phones and 
modems to enable them to 
keep in touch. Now telecoms 
equipment manufacturers 
and cellular operators are 
seeking to provide mobile 
communications within 
buildings as well as without. 

Hie evolution of tbe “wire- 
less" office, where cellular 
phones have largely replaced 
the fixed variety, is regarded 
as an inevitable step in the 
progression to what Orange, 
the UK mobile operator, 
describes as the “wirefree 
society". 

The basis for this convic- 
tion is the inexorable growth 
to mobile phone penetration. 
Most mobile operators now 
expect 50 per cent of the 
European population to own 
a mobile phone by 2004 or 
2005. Scandinavia is already 
close to this level. It follows 
that offices in the early 
years of the next century are 
likely to feature innovative 
uses of mobile technology. 

According to Northern 
Telecom, the Canadian man- 
ufacturer, office workers in 
North America spend on 
average 2.5 hours a day 
away from their desks and 
phones at a cost to busi- 
nesses, because of their 
inability to communicate 
instantly, of over $3bn a 
year. 

So there are powerful rea- 
sons to install mobile com- 
munications. Manufacturers 
have already shrunk mobile 
base stations or antennae to 
the size of small boxes, easy 
to fit to a wall or ceiling. 

In the wirefree future, a 
phone number would iden- 
tify an individual rather 
than the location of a partic- 
ular handset Office workers 
would park their mobile 
phones in docking stations 
on their desks and carry the 
handsets when wandering 
around the building. (Nor- 
tel’s “Companion" system, 
for example, works with 


existing phone systems and 
provides features such as 
voice mail). 

British Telecom is giving 
its customers a glimpse of 
tbe future with "OnePhone" . 
launched for business use in 
June 1997 and for domestic 
customers this year. One- 
Phone combines two mobile 
standards. Dect - the Euro- 
pean standard for cordless 
phones - and GSM. a global 
standard for digital cellular 
phones in a single mobile 
handset. 

Dect technology involves 
base stations which replace 
fixed handset bases and are 
connected to the conven- 
tional telephone network. 
They are capable of trans- 
mitting digital signals to 
mobile handsets up to 300 
metres away. Outside that 
range, the handset switches 
over automatically to GSM 
transmission and reception. 


which means that mobile 
users can be contacted sim- 
ply by dialling their mobile 
extension number from any 
office phone,” Orange says. 

The prospects of equipping 
office workers with a new 
generation of communica- 
tions technology is sparking 
intense interest tinning tele- 
coms manufacturers in in- 
building and urban cover- 
age. A recent conference on 
the subject, sponsored by 
ADC Microcellular Systems 
and Motorola of the US. 
attracted contributions from 
Cellnet. Telefdnica Moviles. 
France Telecom Mobiles. 
Ericsson. Nokia and Alcatel 
among others. 

ADC Microcellular. a divi- 
sion of the US supplier of 
transmission and network- 
ing systems, launched a 
GSM system for in-building 
coverage to February - 

Essentially, the system is 



Bygone world: cable-checking in central London, 1925 


There have been other 
staging posts on the road to 
wirefree communications. 
Among a package of new 
products announced by 
Orange in June was a new 
professional switchboard, 
the 1PBX which, the com- 
pany claims, integrated wire- 
less telecommunications 
with traditional switchboard 
technology. 

To be launched later this 
year, the switchboard man- 
ages traffic between fixed 
office phones and mobile 
phones: “The mobile phones 
will be seen as normal exten- 
sions by the switchboard 


a cost-effective, scalable 
micro GSM network based 
on intelligent active anten- 
nae oi base stations, which 
gives users the ability tn 
roam through a building 
while receiving or sending 
voice and data intormatiou. 
Why GSM? 

“We decided not to change 
a technology that ha* 50m 
subscribers worldwide." says 
Michael Fitzgerald. ADC 
Microcellular managing 
director. 

The antennae art* con- 
nected bv conventional video 
cable which. ADC says, can 
cover GOO metres easily and 


can snake through the most 
lurtuous ducts and cable- 
nays. Cast savings compared 
to traditional radio fre- 
quency distribution methods 
range from Ki to liu per cent, 
ADC claims. 

It is clear that wireless 
buildings will still play host 
lit masses of cabling 
although it tuny be substan- 
tinlly more “building 
friendly" than earlier variet- 
ies (wiring together personal 
computers using heavy 
grade coaxial cable was 
often an office manager's 
nightmare). 

The most modern cables 
can themselves act as anten- 
nae. Andrew Corporation, a 
US-based supplier or commu- 
nications systems equipment 
and services, has developed 
a flat strip radiating coaxial 
cable which is easy to 
install. 

Tbe cable acts as a long 
antennae, replacing conven- 
tional base stations. The 
Andrew cable is described as 
“leaky" - it has slots or cuts 
milled into the outer conduc- 
tor. The cable leaks a con- 
trolled amount of radiofre- 
quency energy through 
these slots to the outside. 

Radio frequency' coverage 
is therefore continuous 
along the cable's length com- 
pared with a conventional 
point-source antennae. 

Leaky cable from Andrew 
has been used for the emer- 
gency communications sys- 
tem at Munich's new exhibi- 
tion centre, opened this year. 

Besides video cables and 
leaky cables, there is the 
obvious advance of virtual 
rabies. Philips Semiconduc- 
tors has developed a method 
of communications based on 
Deci technology that can 
transfer data at up to 2&8 
kilobits a second between 
computers and other data 
devices. 

-Virtual cable is signifi- 
cantly cheaper than other, 
competing solutions," Phil- 
ips says. “It Instantly 
removes the problem or com- 
munication cabling for a 
number of old and new 
applications. Just plug the 
devices into the appropriate 
port, switch on and it works 
uistanlly as if there were a 
real cable connecting the 
two. " 







wwway ahead. 


The demand for ever increased data traffic is driving the 
building of new information highways. 

With the latest WDM and SDH technology from Ericsson 


the road is all yours. 

For more information see http://www.ericsson.co.uk, 
e-mail datanet@ericsson.co.uk or telephone 01483 303666. 


Data Networks from Ericsson, wwwho else? 


ERICSSON 


■ • < 








Setting up a 
freelance office at 
home maximimes 
flexibility for you 
and your client 

Early last month, my former 
boss came to visit me at my 
home office, elated at having 
just sold his share In the 
public relations and adver- 
tising agency he co-founded 
15 years ago. He now plans 
to start another agency. 

But unlike the previous 
venture, there wiU be no 
bricks stiH mortar office and 
he will not recruit account 
handlers, media buyers and 
graphic designers to join the 
company as and when the 
level of business allows It 
Instead of an office, there 
is a web site, and instead of 
salaried employees, all func- 
tions will be outsourced to a 
team of freelance telework- 
ers. In Alia rnfWTia the 
new agency can offer the 
same level of service and 
expertise from day one as 
the former company could 
after 15 years’ development 
The people working for 
this company could be 
located anywhere, they may 
not know each other, and 
the likelihood Is that they 
also work for other compa- 
nies. For them, the office of 
■miUfrwiinm is probably a 
spare room or a converted 
outbuilding. 

The intention is to push 
the virtual model even fur- 
ther, with clients being 
steered towards the com- 
party web site as the primary 
point of contact, to read 
about the company's ser- 
vices, akflifl and credentials, 
to check the progress of 
their projects, and to view 
and approve artwork. 

In other words, with a 
combination of relatively 
unsophisticated (and cer- 
tainly inexpensive) technol- 
ogy and outsourcing, it is 
now possible to set up a vir- 
tual company boasting all 
the skills and resources of 
one carefully nurtured for 15 
years. 

It is also interesting to 
note that, having sold his 
stake in the old bricks, mor- 


tar and bodies company, my 
forma: bees stHi owned the 
most valuable asset in terms 
of setting up the new, virtual 
company. This can be 
summed up as the know- 
ledge he accrued over 15 
years of building up a client 
base, recruiting and training 

Staff, and manag in g the busi- 
ness. 

The virtual company 
model, in which all non-core 
activities are outsourced 4s 
one increasingly adopted by 
start-up companies. For 
example, several in the bio- 
technology sector style 
themselves as development 
companies, licensing In drug 
candidates which they steer 
through nit ideal trials (the 
trials themselves being run 
by third parties), and then 
licence out to pharmaceuti- 
cal companies when they are 
ready tot marketing. 

Established companies Ini- 
tially turned to outsourcing, 
be it in catering, cleaning or 
IT, as a way to reduce head 
count and cut costs. 

Now, there is a move to 
outsource all activities 
which are regarded as non- 
core. As a result, an 
employee in the office of the 
millennium is likely to be 
dealing more and more with 
people who work for out- 
sourcing companies which 
are supplying services or 
handling business processes, 
such as accounting, billing, 
supply chain management, 
customer services or person- 
nel, that were traditionally 
handled by internal depart 
ments. 

While all these functions 
rely on different, specialist 
skills, they all depend on IT 
for their efficient delivery. 
Indeed, much of the push to 
outsource business processes 
has come from IT service 
suppliers seeking to expand 
their portfolios. 

Research published by 
IBM in June shows that 90 
per cent of all companies 
will have o utsour ced at least 
part of their Information 
technology by 2001, when 
the European outsourcing 
market will be worth $4Qbn. 

Hans Ulrich Maerki, gen- 
eral manager of global ser- 
vices for IBM in Europe, 


says: “Increasingly, this is 
not just about getting IT out 
of the way, but getting help 
to improve business pro- 
cesses.” 

He refers to Ibis as strate- 
gic outsourcing. “You are no 
longs: looking at one part- 
ner for the entire piece. 
There are more differenti- 
ated offerings, and supphos 
are more mature and speci- 
alised. Not even IBM can 
play the whole piano.” 

Specialist services will 
became more complete. Fa- 
example, the company which 
provides the help-desk for 
PC users may also provide 
eodruser training. TO data, it 
is large corporations that 
have adopted strategic out- 
sourcing, but in the next few 
years small and medium- 
sized companies (SMEs) will 
enter the market 
IBM is planning a number 
of outsourcing services for 
SMEs: It recently launched a 
service providing the SAP 
enterprise resource planning 
system to SMEs on a bureau 
basis, allowing them to use 
this notoriously expensive 
software, without having to 
make the huge capital 
investment of installing 
their own systems. 

As more business pro- 
cesses are outsourced, end- 
users could find themselv es 
having to handle a number 
of different computer inter 
faces. If thin proliferation of 
interfaces is not handled 
properly, it could slow the 
development of the outsourc- 
ing market. 

“The more different ser- 
vice providers you have, the 
more sophisticated the man- 
agement system has to be to 
deliver them seamlessly to 
the end-user at the desktop. 
The aim should be to make 
this transparent in the sama 
way as when you call a num- 
ber today you don't know if 
you are speaking to the com- 
pany or to an agent” 

For the worker in the 
office of the new millen- 
nium, the paradox will be 
that as head count Is 
reduced through outsourc- 
ing, the enterprise becomes 
more extended. 

Nuala Moran 


Office changes 
over the last 30 
years have been 
retrograde in 
many ways 

After, decades of predictions 
about the office of the 
fixture, many offices are stni 
stressful places to work. 
Below, we look at how they 
have, changed and to what 
extent information technol- 
ogy can make the office 
friendlier to staff and the 
environment. 

Professor Clive Holtham of 
City University Business 
School points out that each 
new decade since the second 
world war has seen a new 
vision of the future office 
emerge. “In the 1940s," he 
says, “it was Vanevar Bush 
with bis idea of a PC-like 
machine accessing vast 
amnwrtfl of information con- 
nected together by hypertext 
Dinks]. 

“H G Wells bad earlier (In 
1936) argued for a World 
Encyclopaedia, dose to the 
Internet’s World Wide Web.” 

“IT has brought about 
much of this connected- 
ness.” writes Prof . Holtham 
| in The Office of the Future. 
“But H G Wells' vision 
remains unfulfilled by the 
Web because of its lack of 
Quality mechanisms and, 
hence, lack of authority of 
content” 

In the 1950s, says Prof Hol- 
tham, the drive for the inte- 
gration of information fol- 
lowed the development of 
business computers. By the 
mid-1960s, Robert Anthony 
and others popularised the 
term “management informa- 
tion systems”. 

But today, though enter- 
prise systems, such as SAP 
and Baan, integrate informa- 
tion quantitatively, the *PC 
Mindset’ means too much 
data is held on personal hard 
disks, he says. 

“This is a move back- 
wards," argues Prof Hol- 
tham. The slow and ineffi- 
cient central filing system 
was actually a better method 
of information co-ordina- 
tion." 

But in the 1960s, the ideas 
behind modem office auto- 
mation were bora. That was 


when, according to The 
Office of the Future, Doug 
Englebart at the Stanford 
Research Institute invented 
the mouse; -plus the win- 
dowed interibce (though not 
graphic windows or icons, 
which were invented at 
Xerox Pare); hypertext in 
software; word processing; 
outlining; groupware and 
multimedia. 

He used what we now call 
videoconferencing, superim- 
posing Ms windowed inter- 
face over -an Image of Utah 
self to give a speech 80 mQes 
away (from his Palo Alto 
base), in San Francisco. - 


Prof Hoffiocm. The dream, dr 
the 1966a wife tetaworidng or' 
“uMquitbua computing*, 
with mgbfi&'phones as a^key. 
epabMnfetedbaldtog y — 

Th& h&npt taken dff asv 
fast as predicted fo the 1960s, 
This fe not a li mi tat io n of 
technology,? - says Prof Hol- 
tham. Tf anything, it w*s 
limited by how for and fiat 
organisations and individu- 
als were wflUng' to. change 
processes and mindsets-” ' . 

The 1990s (and late 1960s) 
have sten some ' creative 
office design* put into prac- 
tice. These include: ’ • 

□ Catalyst- 400, an IBM 



Paul AXatn, Xerox chairman: faced with rapid changes ki office 
technologies, the company cut 9000 jobs earlier tHs year to 
o t nmg Biaii Its position in the tert growing buunees of clgltel 
copiers and printara 


- Some present believed the 
face of the office would 
change overnight. In prac- 
tice, it did not Prof Holtham 
believes the architecture of 
the early standalone IBM PC 
discouraged group working 
in the office, moving away 
from Mr Engfebarfs vision 
of knowledge workers collab- 
orating via Intense computer 
support 

In the 19708. the vision 
was of the paperless office. 
“Word processing began to 
replace typewriters but the 
paperless office also really 
needed low-cost scanners 
and cheap hard dink* (avail- 
able by the mid-1990s)," says 


reseller which set up with- 
out offices. 

□ US. advertising agency 
Chlat Day and several con- 
sultancy firms which ha ve 
implemented “hot desking”, 
where staff book desks as 
they need them. 

□ Danish hearing-aid com- 
pany Oticon, where staff are 
encouraged to “think the 
unthinkable" and the budd- 
ing Is set up for lots of dis- 
cussion. The office is paper- 
less but spoken conversation 
is preferred to e-man. 

O British Airway’s new 
offices near Heathrow, 
where the building design 
caters for both high-speed 


networks and Jow-tecb net- 
working (in the form of acci- 
dental meetings)- - 
Not aB of the ideas tried 

have worked. For umiqfc , - 

in 1988,~ .' Chiat , Day 
announced that it was 
revesting Kane of Its enker . 

In the late 90s, there is 
much- talk of ihe virtual 
organisation, made up' of 
loose groups of people com- 
ing together ta work tin spe- 
cific projects, or of people 
working far '.the' time com; 
pany but spending a lot of . 
thus out of the office. 

Over the decades, there' 
have been, changes in the 
visions of the office and 
changes in physical design. 
For example, the develop- 
ment of high rise buildings, 
which don’t need separate 
rooms to support the struc- 
ture, has led to the spread of 
open-plan offices. - - 
There have also been huge 
changes : in the technology 
used in the office; with PCs. 
PC networks, and now elec- 
tronic watt jvMnfog to domi- 
nate. Employees an the road 
have also become part of the 
office through use of laptops, 
e-mail and mobile phones. 

Has this made the office 
more friendly, to staff? 

Not necessarily: in some' 
offices, people talk less, 
emails to people in 
the next cubicle. Moreover, 
Prof. Holtham believes e-mail 
Is not the best tool for col- 
laboretion.--- 
“The physical office of 
today technically integrates 
leading-edge communica- 
tions and datastorage tech- 
nologies,” he says. “But it 
haw aiwrnd: completely failed 
to address the growing bun- 
dle of problems that are aris- 
ing from flattened organisa- 
tions, greater numbers of 
mobile workers, and the fast- 
growing nightmares of infor- 
mation overload and time- 
based stress. 

“When a manager says, ’It 
is almost impossible to do 
knowledge-work here - it 
has to be done at home,’ 
there surety has to be some 
revisiting of the assumptions 
behind conventional wis- 
doms in office design.” 

Prof Holtham adds thal 
“office workers feel subject 
to greater stress than ever 


before. Managers, m smrtkfr 
lar, are working longer 
hours than 20 years ago." 

But there is one clear win- 
ner to the changing pattern 
of office wartc if staff travel 
in to work Jess often, the 

envir onm ent benefits 
because of reduced traffic 
pofidtion. “intelligent build- 
ing systems” can also reduce 

the amount of power and 
light used when only a few 
staff ore left in the building. 

Whether staff benefit 
depends on whether they are 
working at home because 
they want to or simply 
because they cannot get 
enough done in the office 
during normal office hours. 

Whatever the answer, the 
office - along with the paper 
it is still filled with - is 
unlikely to die out suon. 
“There remains a strong 
humanistic need for 
face-to-face contact on both a 
structured and unstructured 
basis,” says Prof Holtham. 
“The ' physical office can 
score well on both these 
counts. 

"It is noticeable,” he adds, 
“that although Catalyst defi- 
nitely does not have offices 
of its own. it remains depen- 
dent on other people having 
offices - its service provider, 
its customers, its hotels, its 
main supplier and, in partic- 
ular, its awn staffs home 
offices. Even the company 
without offices depends on 
offices.” 

Many issues affecting the 
office of the future will be 
covered ta the next three 
issues of the FTs monthly 
Review of Information 
Technology. 

□ Themes for the October 
7 issue will include the 
networked world, the 
growth of call centres, pins 
new directions In image 
creation and manipulation. 

□ Topics in the November 
4 issue will include the IT 
skills crisis; plus a focus on 
IT in g over nm ent 

□ The December 3 Issue 
will Include a focus on 
technologies for small and 
home offices. 

□ Synopsis details are 
available via the ET-IT 
Fax-U-Back Service: see 
announcement on page 2 of 
tills survey. 




Discover Virginia. You won’t be the first British companie to do so. 

King James I obviously had a good head for business. It was by his ordinance that the a harmonious worieng relationship. And they appreciatethe access to major American 
Virginia Companie set up shop on the shores of Virginia's James River in 1607 Nearly 400 markets offered by such gateways as Washington Dulles International Airport and The Pbrt 
years later; British companies are still finding commercial success here. They're attracted ' of Virginia, Perhaps it's time you discovered the _ mmm a 

by the quality and depth of our workforce, in a state where labour and management enjoy advantages of doing business in the New World. 


Contact Andrew F. Flores, CED, Director. International Trade & Investment Development Virginia Economic Development Partnership RQ. Box 79R Richmond. Virginia, 232 1 8> USA, 804-371-0632, Fax 804-371-8860. www.YesVjrgiriia.6r£' 












